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FEDERAL CREDIT UNION ACT 


MONDAY, MAY 11, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE No.3, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., room 1301, 
New House Office Building, the Hon. Wright Patman (chairman 
of the subcommittee) presiding. 

Present : Messrs. Patman, Vanik, Miller, and Johnson. 

Mr. Parman. The committee will please come to order. 

Monday morning meetings are not always attended by full com- 
mittee membership, for obvious reasons. We will have more mem- 
bers present as the hearings progress. We are glad to have Mr. 
Miller of California here this morning. Other members will be com- 
ing in but we had better not wait for them. We had better get 
started. The important thing in a committee hearing is the record of 
the proceedings. The record is taken down by the official reporter, 
and it is printed and distributed not only to the members of the sub- 
committee hearing the testimony, but is distributed to all the members 
of the Banking and Currency Committee, and to all the Members of 
the House of Representatives and usually to the Members of the 
U.S. Senate. It goes to libraries throughout the Nation, and is gener- 
ally made available to all who are interested. 

This morning we are here to have hearings on bills to amend the 
Federal Credit Union Act. 

This is a signal occasion. This year credit unions of the United 
States are celebrating their 50th anniversary year of the first State 
credit union law and the 25th anniversary of the Federal Credit Union 
Act. 

Men who have done great public service have sought different kinds 
of monuments to their works. My good friend, the late Senator Mor- 
ris Sheppard of Texas, wished the Federal Credit Union Act to be a 
monument to his service in the Senate and it has proved to be a grow- 
ing monument indeed. I know of no law ever passed by Congress 
which has proved more successful. It is most gratifying to me to 
have been able to help in the passage of the act and to have helped in 
the passage of a number of other bills over the years which have im- 
proved it. 

I recall when the bill was being considered in the 73d Congress. I 
was the only Member of Congress to appear before this committee and 
testify in support of the bill. I recall also some very exciting events 
just prior to its becoming law. Despite all efforts to obtain early 
passage of the bill in the 73d Congress, the bill was put over until the 
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2d session of the 73d Congress, which was the Congress of 1933 and 
1934, and one, of course, involved in a great deal of momentous legis- 
lation. The credit union bill finally passed the Senate on May 10, 
and it was on Saturday, June 16, 1934, the day Congress was expected 
to adjourn, that the House took the bill, amended it, and passed it. I 
called for a vote and the record shows that the House voted for the 
bill 180 for it and only 2 against it. Fortunately, Congress recessed 
over until Monday, June 18, before adjourning. Otherwise, we would 
not have had a Federal Credit Union Act in the 73d Congress and 
possibly no Credit Union Act at all. 

More than that even, the postponement of the adjournment until 
Monday did not give us too much time. The bill had not been en- 
gro and I recall that Roy Bergengren and I worked into the 
late hours of Saturday and Sunday to make sure that the bill was 
in order to go before Congress Monday before adjournment. When 
the Federal Credit Union Act passed there were 22 credit unions 
in the country operating under State law. These had shown wonder- 
ful progress since their establishment in Massachusetts in 1909. But 
they had hardly begun to meet the problems faced by people of ordi- 
nary means in most parts of the country. Ordinary working people 
were being victimized by loan sharks in unconscionable ways. We 
learned of such a shocking instance of a railroad employee who bor- 
rowed $30 from a loan shark and thereafter paid $1,080 in interest 
charges and was then sued for the initial $30. 

I would like to point out, and I am always proud to point out, that 
the first credit union to be organized under the Federal Credit Union 
Aet, is located in my home town of Texarkana, Tex. This is the 
Morris Sheppard Credit Union and I am happy to report that it 
is doing a fine service worthy of the illustrious name it bears. 

Today there are more than 9,500 Federal credit unions and almost 
20,000 credit unions chartered under either State or Federal law with 
10 million members. The loans which credit unions make to their 
members are essentially character loans and their record in this field 
of personal finance is a most enviable one. Over the past 25 years 
loans which have not been repaid come to less than one-half of 1 
percent of the several billion dollars of loans which have been repaid. 

In view of the wonderful success credit unions have enjoyed and 
the tremendous work they have done it is a pleasure and I know I 
speak for the whole subcommittee, to consider and assist in the pas- 
sage of any proper measure that may be needed to improve the Fed- 
eral Credit Union Act. The bill which I have introduced simply 
pulls together for the consideration of the subcommittee those pro- 
posed changes in the act which the national and local leaders of the 
credit unions have generally agreed upon and recommended. 

On this day, May 11, several important things have happened in 
connection with credit unions. 

On May 11, 1933, the first bill that Senator Sheppard introduced, 
S. 1639, was introduced in the U.S. Senate. 

On May 11, 1934, 25 years ago today, that bill passed the Senate 
and was referred to the Committee on Banking and Currency of the 
House and, of course, today we are opening hearings on the changes 
in the existing law. 

Now, Mr. Vance Austin, would you stand up please? You have 
arranged for the witnesses who will appear ? 
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Mr. Austin. We have. 

Mr. Parman. Do you have them, Mr. Clerk, in the order in which 
they are supposed to appear ? 

The Creer. Yes, sir. 

Mr. Parman. We have as our first witness Mr. Julius Stone, first 
vice president of the Credit Union National Committee (CUNA), 
I believe. 

Mr. Stone, will you come around, please. 

Identify yourself and proceed in your own way. I notice it says 
first vice president of CUNA, chairman of legal and legislative com- 
mittee from Massachusetts. But, I believe a few days ago you were 


elected president of your association. 


Mr. Stone. Yes, I was, Mr. Chairman. 
Mr. Parman. You may take a seat and proceed in your own way. 


STATEMENT OF JULIUS STONE, FIRST VICE PRESIDENT, CUNA, AND 
CHAIRMAN OF LEGAL AND LEGISLATIVE COMMITTEE, FROM 
MASSACHUSETTS 


Mr. Stone. Thank you. 

Mr. Chairman and members of the committee, my name is Julius 
Stone. I am, as the chairman has already pointed out, the president 
of the Credit Union National Association. I am privileged to be 
accompanied by a number of volunteers who are dedicated people 
in the credit union movement and I would like to ask the permission of 
the Chair for the opportunity of referring to them at this time. They 
are to make statements later on. There is Mr. Cecil Burdick, national 
director of CUNA, from Texas; Mr. Louis Bonderefsky, national di- 
rector of CUNA from New York; Mr. John V. Nation, national di- 
rector of CUNA from Ohio; Mr. C. O. Cherry, national director of 
CUNA from Colorado; Mr. James J. Girvan, national director of 


‘CUNA from Pennsylvania; Mr. T. J. Corbett, national director of 


CUNA from New Jersey; and Mr. Harry J. Woodman, national di- 
rector of CUNA from Michigan. 

And Mr. Perne Hutchinson, national director of CUNA from New 
Hampshire, who was to have been here this morning and who is 
unable to be here. But he has asked me to present his statement favor- 
ing this bill and stating the position of the credit unions of the State 
of New Hampshire and with the permission of the chairman, after 
the others have presented their testimony I will do so. 

Mr. Parman. Without objection, I may extend your remarks in 
that respect and in any other way, to include any material that is 
germane. 

Mr. Stone. Thank you. 

And may I have the permission of the Chair to have Mr. Vance 
Austin to whom you have already referred, here for consultation and 
advice as I goalong? 

Mr. Parman. He may sit with you; yes, sir. 

Mr. Sronz. Mr. Chairman and members of the committee, today 
with many of the other people who you see present in this room, some 
of whom I have already referred to, I have just come from an historic 
annual meeting of the international credit union movement in Boston, 
Mass. We are celebrating this year, as the Chair has already men- 
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tioned, the 50th anniversary of the first credit union law in this 
country and the 25th anniversary of our national association, and 
exactly to the point here, the 25th anniversary of our Federal Credit 
Union Act. 

We are grateful to Chairman Wright Patman and the members of 
this subcommittee for the opportunity to appear before you and to 
present our views on these suggested revisions. 

The Federal Credit Union Act, passed in 1934, has proved to be one 
of the most workable and worthwhile pieces of legislation ever passed 
for the benefit of the common man. It has been a blessing to literally 
millions of people who in the past 25 years have enjoyed membership 
in a Federal credit union. 

At the present time there are more than 9,000 Federal credit unions, 
operating in every State of the United States, including Alaska and 
Hawaii, and in the Canal Zone, the District of Columbia, Puerto Rico, 
and the Virgin Islands. These Federal credit unions provide many 
of the everyday thrift and credit needs of approximately 5 million 
Americans. 

Although the Federal Credit Union Act has been in existence only 
half of the 50 years during which credit unions have operated in this 
country, almost half of our 20,000 credit unions have been chartered 
by the Federal Government, and almost half of the 11 million credit 
union members in the United States are members of Federal credit 
unions. 

As of December 31, 1958, these Federal credit unions had assets 
estimated at more than $2 billion, and they are growing at a rate of 
approximately $300 million each year. These assets represent the 
savings of many American families who previously would have saved 
only a small fraction of this amount. 

Since the first Federal credit union was organized 25 years ago 
among the municipal workers in Texarkana, Tex., Federal credit 
unions have loaned their members approximately $12 billion for provi- 
dent and productive purposes. Two billion dollars of this amount 
were loaned out to Federal credit union members in just 1 year—1957— 
the last year for which figures are available at this time. 

I point out these facts so that you gentlemen can fully appreciate 
the extensive impact the Federal Credit Union Act has had on the 
citizens and economy of our country in the relatively short period of 
25 years. 

As illustrated by these figures, the biggest and best accomplishment 
of the act has been the way in which it has enabled millions of Amer- 
icans to join together in credit unions to help each other learn to save 
and to provide each other with a constant and convenient source of 
low-cost credit. This twofold accomplishment has been recognized 
by Government, financial, industrial, labor union, religious, and com- 
munity leaders for many years, and many of them have spoken out in 
full support of the credit union’s purposes and philosophy. 

Operating on the theory that man’s most valuable asset is his char- 
acter, these Federal credit unions have marked up an outstanding 
record of collection in the past 25 years. During that time, less than 
one-quarter of 1 percent of the billions of dollars they have loaned has 
not been repaid by their members, a record that any financial insti- 
tution would be more than proud of. 
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It must also be said, however, that even though the Federal Credit 
Union Act has proven to be a remarkably effective instrument during 
the 25 years of its existence, it has not kept pace in many respects 
with the widespread changes that have taken place in our economy, 
and with the evolving needs of Federal credit unions and their 
members. 

For that reason, the credit union bills before you have been intro- 
duced in this session of Congress. Taking everything into considera- 
tion, however, there are actually only two different bills before you. 
These are the Patman bill, H.R. 5777, and the Multer bill, H.R. 3674. 

H.R. 3675, H.R. 5939, H.R. 5958, H.R. 5988, H.R. 6089, H.R. 6122, 
H.R. 6161, H.R. 6241, H.R. 6407, H.R. 6755, H.R. 6927, and H.R. 
7009 have also been introduced. 

The substance of these two bills which are before you and which we 
think represent the bills that the committee is particularly interested 
in are the Patman bill, H.R. 5777, and the Multer bill, H.R. 3674. 

The substance of these two bills is identical in all major respects, 
and therefore, the Credit Union National Association has indorsed 
and supports both of them. The only difference in the two bills is the 
way in which they seek to change the Federal Credit Union Act. The 
Patman bill asks for a series of specific amendments, while the Multer 
bill is in the form of a complete recodification of the act. 

The purpose behind each of the suggested revisions is to bring the 
act into tune with today’s economy. As all of you gentlemen know, 
there has been a tremendous change in the credit needs of the average 
American family during the past decade. Prices have increased sub- 
stantially, making it necessary for them to borrow higher amounts for 
the same basic items they purchased on credit 10 years ago. Even 
more important is the Bape that has taken place in our Nation’s 
credit habits. Credit has become the heart of our economic system, 
and we believe Federal credit unions should be allowed to continue 
to serve their members’ credit needs at least as well as in the past. 

For these reasons, we urge this committee to give favorable con- 
sideration to these bills, so that 25 years from now, we can again say 
that the Federal Credit Union Act has been a remarkably effective 
instrument and a boon to our fellow man. 

I would now like to briefly consider each of the amendments con- 
tained in the bills and the purposes they are intended to serve. 

The memorandum which we will submit includes the sections of the 
Federal Credit Union Act, or other acts, to be amended. 

Mr. Parman. They may be inserted in the record at this point in 
exactly the same way that you have them, if you desire. 

Mr. Srone. Thank you. 

Mr. Parman. Would you like to do that and then just discuss any 
of the major ones that you would like to comment upon? 

Mr. Srone. Yes, sir; thank you very much, Mr. Chairman. 

(The memorandum referred to is as follows:) 


SUMMARY OF CHANGES IN FEDERAL CREDIT UNION AcT PROPOSED BY H.R. 3674 
(REPRESENTATIVE MULTER), H.R. 3675 (REPRESENTATIVE ANDERSON), H.R. 5777 
(REPRESENTATIVE PATMAN ), AND SIMILAR BILLS 


Amendment to section 2 (12 U.S.C. 1752) 


To provide for the chartering of Federal central credit unions with a field of 
membership of Federal- and State-chartered credit unions, and directors and 
committee members of credit unions within a well-defined geographical area. 
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Purpose.—To extend to Federal credit unions and their directors and committee 
members the full benefits of unrestricted membership in central credit unions by 
authorizing the purchase of shares and the obtaining of loans by Federal credit 
unions and State-chartered credit unions from Federal and State central credit 
unions and by providing a source of credit for directors and committee members. 
Under the existing Federal law, directors and committee members may not borrow 
in excess of their shareholdings from the credit unions in which they serve in 
these capacities. 

More important, it has become apparent over the years that there is a real need 
for central credit unions which can act as a source of additional funds and as an 
investment medium for Federal credit unions in a particular geographical area. 
The achievements of State-chartered central credit unions attest to the need for 
this change in the Federal Credit Union Act. 


Amendment to section 7(5) (12 U.S.C. 1757(5) ) 

To increase loan maturity limit from 3 to 5 years. 

Purpose.—To allow Federal credit unions to more adequately meet the demands 
of their members for various types of loans. For instance, a 5-year loan maturity 
on home repair and modernization loans would be more feasible for many credit 
union members. Also, there are many occasions when a credit union member has 
suffered a series of financial catastrophies and wishes to borrow additional funds 
or consolidate his debts but is realistically unable to liquidate such an obligation 
within a 3-year period. Under these conditions, if the member is of sound char- 
acter, the credit union often wishes to extend a longer term loan. Such loans 
can be a sound use of credit and are consistent with the fundamental purposes and 
goals of credit unions. 


Amendment to section 7(5) (12 U.S.0.1757(5) ) 


To permit loans to directors and committee members up to the amount of their 
shareholdings in the credit union plus the total unencumbered and unpledged 
shareholdings in the credit union of any member pledged as security for the 
obligation of such director or committee member. (The present law permits loans 
to be made to directors and committee members only up to the amount of their 
individual shareholdings. ) 

Purpose.—To liberalize borrowing restrictions regarding officials. It is often 
difficult and in some instances almost impossible to secure members to serve as 
directors, officers, or committee members because of the present limitation in 
the law on the borrowing privileges of persons serving in such capacities. As 
a result, credit unions are not always getting the cost capable leadership avail- 
able from the qualified membership. This weakness would be remedied to a large 
degree by the proposed liberalization, and at the same time due regard for the 
safety of the funds of the credit union would be retained. 


Amendment to section 7 (7) (12 U.S.C. 1757 (7) 


To permit investment by Federal credit unions in the shares of central credit 
unions, subject to authorization by the board of directors. 

Purpose.—To specifically authorize such investments in order to create a fund 
from which loans may be extended to other member credit unions and their 
directors and committee members. 


Amendment to section 7 (12 U.S.C. 1757) 


To permit the charging of a reasonable fee for the cashing or selling of checks, 
not to exceed the direct and indirect costs incident to providing such service. 

Purpose.—The Bureau of Federal Credit Unions has held that, in the absence 
of a specific provision in the Federal Credit Union Act permitting such activity, 
Federal credit unions may not cash or sell checks for a fee. Formerly, credit 
unions had been engaged in this activity and the ruling has created considerable 
hardship. The activity, which is desired and requested by the members, results 
in certain direct and indirect costs. It is only fair and equitable that these 
costs should be borne by those directly availing themselves of the service, rather 
than by the general membership. This principle has been accepted by the credit 
unions directly involved and, as the owners of the credit unions, they should have 
the right to provide this service for themselves. 


Amendment to section 11 (a) (12 U.S.C. 1761(a) ) 


To provide for appointment of the members of the supervisory committee, one 
of whom may be a director other than the treasurer, by the president; such 
appointment to be subject to ratification by the board. The present law provides 
for election of supervisory committee members by the membership. 
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Purpose—tThe board of directors have the responsibility for the general 
direction and control of the affairs of the credit union. The present law limits 
its ability to properly discharge this responsibility in instances where an elected 
supervisory committee is not functioning in an effective manner and in accordance 
with: prescribed procedure. The recommended changes would allow for the ap- 
pointment of qualified persons to the committee by the board and would charge 
the board with more direct responsibility for supervisory committee performance. 


Amendment to section 11(b) (12 U.S.C. 1761(b) ) 


To provide for one or more vice presidents. 

Purpose.—To eliminate the necessity for an amendment to the bylaws in order 
to so provide. This change would be of particular significance to credit unions 
requiring an additional cosignatory on checks. 


Amendment to section 11(b) (12 U.S.C. 1761(b) ) 


To change position of officer called clerk to that of secretary. 
Purpose.—To give the position a title which is more descriptive of its function 
and add dignity and stature to the office. 


Amendment to section 11(a) (12 U.S.C. 1761(@) ) 


To prohibit compensation to any executive officer other than the treasurer 
for services rendered as such. 

To provide that only the treasurer, as general manager of the credit union, 
may be compensated for his services. Service without pay by the directors, 
committee members, and all other officers is consistent with credit union philos- 
ophy. Under the present law all of the officers of a credit union may be com- 
pensated to such extent as the bylaws may provide. 


Amendment to section 11(c) (12 U.S.C 1761 (Cc) ) 


To provide that in addition to the board of directors acting directly upon 
applications for membership, it may appoint from the members (other than the 
treasurer or assistant treasurer) a membership chairman who shall also be 
authorized to act upon such applications within limitations set by the board. 

Purpose.—To enable credit unions to make their services available more quickly 
to applicants for membership. Since the board usually meets but once per month, 
applications for membership are often delayed for from several days to a month 
under the current arrangement. 


Amendment to section 11(c) (12 U.S.C 1761(c) ) 


To authorize the board to compensate necessary auditing assistance appointed 
by the supervisory committee and loan officers appointed by the credit committee, 

Purpose.—To assist the supervisory committee in functioning more effectively 
by providing for assistance which may be compensated. This committee, which is 
charged with the responsibility for making regular internal audits of the credit 
union, often requires outside assistance. Compensation for loan officers who 
would take some of the burden off the credit committee is based upon the same 
principle. 


Amendment to section 11(d) (12 U.S.C. 1761(d) ) 


To increase signature loan limit from $400 to $1,000. 

Purpose.—To allow credit unions to more effectively satisfy the consumer credit 
needs of the expanding credit union membership. Congress has progressively 
increased this limit from $50 initially in the original act to $100 in 1940, $300 in 
1946, and $400 in 1949. The experience of Federal credit unions on loans of 
this type has been very good over the years, and it is felt that the rising cost 
of commodities and services, coupled with the progressive growth in knowledge 
on the part of credit unions of the character and financial responsibility of 
their members, warrants the requested increase in the signature loan limit. 


Amendment to section 11(d) (12 U.S.C. 1761(d) ) 


To permit appointment by the credit committee of one or more loan officers 
to approve loans up to the unsecured limit, or in excess of such limit if the 
excess is fully secured by unpledged shares. 

Purpose.—To provide a realistic, practicable means of reducing the burden 
upon the credit committee in credit unions having a large and continually 
increasing volume of loan activity. Also, due to the fact that the committee, 
which is not compensated, is often scattered and finds it difficult to meet fre 
quently and on short notice, proper consideration and prompt loan service in 
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emergencies is not feasible. A loan officer would be in a position to move 
quickly in instances of this nature. The credit committee would be fully 
apprised of his activities since he would be required to furnish them with a 
record of all loan applications approved and of loan applications not approved 
within 7 days of such action. Official action on loan applications not approved 
by the loan officer would be considered by the credit committee. 


Amendment to section 13 (12 U.S.C. 1763) 

To authorize the board of directors to declare dividends rather than the 
membership. 

To transfer this function to the body which is primarily responsible for the 
management and sound operation of the credit union. Also, it is in the best 
position to determine the size of the dividend which should be distributed, based 
upon its intimate knowledge of the organization’s affairs and its current and 
future needs. Further, this would alleviate the condition presently existing 
whereby the members are in a position to declare a dividend in excess of that 
which the credit union can safely and prudently afford to pay. 


Amendment to section 13 (12 U.S.C. 1763) 

To permit annual or semiannual dividends as the bylaws of each credit union 
may provide. 

Purpose.—To allow an alternative to the current requirement that dividends 
be paid annually. This often penalizes members who are forced to withdraw 
Shareholdings prior to the year end, thereby losing the dividend. Adoption of 
the alternate plan would be optional with each currently operating credit union 
and would require an appropriate amendment to the bylaws. Newly chartered 
credit unions would have an initial choice. 


Amendment to section 13 (12 U.S.C. 1763) 

To provide that dividend credit for a month may be accrued on shares which 
are or become fully paid up during the first 5 days of that month. 

Purpose—In many instances members do not receive their compensation 
until the last day of the previous month or the first day of the current month 
and find it impractical to make share payments immediately. Dividend credit 
under the current law does not commence until the following month. The pro- 
posed amendment would eliminate this inequity and provide an additional 
incentive for saving. 

Amendment to section 14 (12 U.S.C. 1764)" 

To provide that a member expelled from a credit union may obtain a review 
of such expulsion by the Director of the Bureau. 

Purpose.—Since such action may seriously affect a person’s standing and 
reputation in the community and may be based upon factors which do not 
constitute a valid reason for such expulsion, provision for a method of review 
appears warranted. 


Amendment to section 16 (12 U.S.C. 1766) 

To place the Bureau of Federal Credit Unions under all provisions of the 
Administrative Procedure Act. At present it is subject only to the rulemaking 
provisions of the act. 

Purpose.—To give Federal credit unions and proposed new credit unions the 
right to a hearing on adjudications made by the Bureau, and to create a forma: 
record of such hearings. 


Amendment to section 21 (12 U.S.C. 1771) 

To permit allocation of space in Federal buildings to credit unions having a 
membership composed at least 95 percent of persons who are either presently 
Federal employees or are retired employees and members of their families. 
At present, allocation of such space is permitted to credit unions the member- 
ship of which is composed exclusively of Federal employees and members of 
their families. 

Purpose.—To allow credit unions to continue the membership of retired 
Federal employees and to extend membership to a limited number of employees 
of private contractors, American Legion, and Red Cross personnel working 
along with Federal employees at Federal installations, without jeopardizing the 
credit union’s eligibility for space in Federal buildings. 


2No such provision in H.R. 5777 and identical bills. 
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Added seetion (section 23) 

To add a new section to the act to provide for conversion from Federal to 
State charter and vice versa. 

Purpose —To make specific provision for such conversion. Under certain cir- 
cumstances this action may be deemed desirable by a credit union and acceptable 
to the supervisory agencies involved. However, the Federal Credit Union Act 
is silent in this connection. Special authority appears warranted which would 
facilitate the procedure in order that it may be accomplished without dissipa- 
tion of reserves or undue disruption of normal credit-union operations and serv- 
ice to the members. 

Amendment to 18 U.S.C. 2113 (9) 

To add a provision making robbery of a Federal credit union a crime under 
Federal statute. 

Purpose.—To add robbery of a Federal credit union to the current Federal 
statutory offenses of false entry, forgery, and embezzlement. This proposed 
amendment would permit the Federal Bureau of Investigation to assume juris- 
diction in instances of robbery, as well as the others. 

Amendment to section 22 (12 U.S.C. 1772) 

To expand the provisions of the act to include the several territories and the 
several possessions of the United States. 

Purpose.—To eliminate the need for future amendments in order to allow for 
the establishment of Federal credit unions in the U.S. Territories and posses- 
sions hereafter created. 

Other amendments 

To modify various sections of the act. 

Purpose.—To clarify and modernize the act without making substantive 
changes. 

Mr. Srone. Now, with reference to the first one, which is to pro- 
vide for the chartering of Federal central credit unions with a field 
of membership of Federal and State-chartered credit unions, and 
directors and committee members of credit union within a well- 
defined geographical area. 

In addition to the reason for the amendment as we include it in the 
printed record, which we have already submitted, I would like to add 
that to illustrate, central credit unions can fill a real pressing need b 
obtaining existing surplus credit-union funds and making them avail- 
able to credit unions whose only cash resources are temporarily inade- 
quate. There are normal seasonal patterns of borrowing and savings 
of the various types of credit unions and these seasonal factors are 
responsible for most such occurrences. 

For example, teacher credit unions tend to find their savings fall- 
ing off during the summer vacation months, while borrowing requests 
frequently increase. 

In other types of industry, credit unions have their peak flow of 
savings during the summer months, but tend to be seasonally short of 
funds during the winter months. 

By balancing off these peaks and valleys, Federal central credit 
unions would impart additional financial strength and stability to 
credit unions, merely by utilizing the resources the credit unions have 
already mobilized. ‘ 

Federal central credit unions can also impart additional strength 
to credit unions located in depressed areas. Where plant closings 
have occurred and unemployment is relatively high, the individual 
credit unions are prepared to assist their members during their time 
of need and have done so to the benefit of both the member and the 
credit union. 
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However, in plants where employment is declining, member sav- 
ings tend to be withdrawn limiting the lending power of the credit 
union and its power to serve as a bastion of stability. 

The Federal central credit unions in these circumstances could fill 
an important need by lending funds generated by other credit unions 
which are members of the Federal central credit union. In this way 
individual credit unions could marsha] additional funds and thereby 
and thereby assist not only its members but through them the entire 
economy of the depressed area. 

I think when the gentleman from Michigan, who has accompanied 
me, testifies, he will bring to you an interesting story of the service 
which the credit unions in that area rendered to government em- 
ployees of the State of Michigan who found themselves in a difficult 
condition because the State did not have the money to meet its payroll, 
and I think you will find in that story perhaps one of the good rea- 
sons why you should be particularly interested in this amendment, 
as well as the fine record of achievement of service to people in time 
of need which the credit unions in Michigan rendered, only a few 
weeks ago. 

The next amendment was to increase loan maturity from 3 to 5 
years. And, of course, the purpose of this is to allow Federal credit 
unions to more adequately meet the demands of their members for 
various types of loans. For instance, a 5-year loan maturity on home 
repair and modernization loans would “si more feasible for many 
credit union members. And I think you will find that many of the 
credit union people who have a strong bond and close contact. be- 
cause they are members of the same industrial group, who need finan- 
cial assistance to take care of modernization and repairs, will find, 
with an extended maturity limit of 5 years, the possibility of secur- 
ing this service from a credit union where other types of lending in- 
stitutions might not be as liberal in the policy of granting this assist- 
ance to help these people. So I would like to particularly emphasize 
the importance of this amendment from the viewpoint of the small 
homeowner who belongs to a credit union, and who needs this type 
of assistance in connection with home modernization loans. 

Also, there are many occasions when the credit union member has 
suffered a series of financial catastrophies and wishes to borrow addi- 
tional funds or consolidate his debts, but is realistically unable to 
liquidate such an obligation within a 3-year period. I think in this 
regard you may be interested in the story which the gentleman from 
New York will tell you about the method whereby some of their local 
community credit unions have been available to consolidate loans and 
give people service over a period of years without any expense to the 
individual because this was the best history of credit-union assistance 


to gm 

n this regard, too, I should like to repeat a very interesting experi- 
ence we had in Massachusetts last Saturday, when the Governor of the 
Commonwealth tendered a reception to the directors of the Credit 
Union National Association, and he spoke of a cause which was very 
close to his heart, which he thought was being followed, or might be 
followed by other States, in the establishment of a fund which would 
be made available to deserving high school boys who showed merit in 
their studies, and could be used for scholarships or for loaning pur- 
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poses, so that money would be made available to their families to take 
‘care of the educational needs of these boys, and when it was suggested 
to the Governor that the credit unions might need more time when they 
made loans of this nature for repayment, he indicated that he felt that 
this was very definitely so. And T would like to point out to this com- 
mittee that if you extend the maturity period from 3 to the 5 years, 
which we request, that you will make it possible for credit unions who 
already have indicated a great interest in this type of loans for boys 
going to college, it would make it possible for them to loan their fami- 
lies the money. And I don’t have to emphasize to you, distinguished 
gentlemen, how much value this may have to the Nation in the years to 
come. 

The next amendment was to permit loans to directors and committee 
members up to the amount of their shareholdings in the credit union 
plus the total unencumbered and unpledged shareholdings in the 
credit union of any member pledged as security for the obligation of 
such director or committee member. The present law permits loans to 
be made to directors and committee piesa oe only up to the amount 
of their individual shareholdings. 

Now, I think you are all familiar with the amount of volunteer 
work that people who are connected with credit unions give to the 
development of the credit union movement, because they feel in doing 
this type of work they are their brother’s keeper and are doing good 
communal service. 

Unfortunately, these men who do this work can’t themselves borrow 
from their credit unions, because they are limited by law, so that the 
man who is an officer of a credit union or a committee member, can’t 
make a loan from his credit union, while a regular member can, and 
he can only make the loan from his credit union up to the extent of his 
shareholdings. 

We feel that if these men were permitted to borrow from their 
credit union, and the shareholdings of other individuals besides theirs 
were pledged to the loan, the credit union would have full security. 
There had been no problem of anybody being taken advantage of and 
the loan needs of these people would be met. 

So we hope you will liberalize the rules for these people as long as 
the credit union receives as security the shares of others than the 
borrower. 

Mr. Parman. Let me see if I understand that. As it is now, of 
course, all this work is gratis. These committee members do not 
charge for the services they render ? 

Mr. Stone. That is right. 

Mr. Parman. And they are restricted in their own loans because 
they are serving on committees or they have become officials of the 
local credit union ? 

Mr. Stone. That is right. 

Mr. Patman. If this were a bank, they could, of course, go to another 
bank and get a loan, but being a credit union—and you must be a mem- 
ber to get a loan—they are ineligible to borrow from other credit 
unions, is that correct ? 

Mr. Stoner. That is correct. 

Mr. Parman. This provision, in other words, corrects a situation, 
because it is unlike banks in that respect ? 
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Mr. Stone. That is exactly so. 

Mr. Austin points out that in certain instances the centrals will 
take care of that situation, but in those cases where there are not cen- 
tral funds, or the central fund is not in a position to do it, as the Chair 
has pointed out, this gives the officer of a credit union a service that 
isn’t otherwise available to him. 

The next amendment is to permit investment by Federal credit 
unions in the shares of the central credit unions subject to the author- 
ization by the board of directors. And this is of a technical nature, 
and if you authorize the establishment of central credit unions, I think 
this would be something that would go along with that. 

The next is to permit the charging of a reasonable fee for the cashing 
or selling of checks, not to exceed the direct and indirect costs incident 
to providing such service. 

The Bureau of Federal Credit Unions has held that in the absence 
of a specific provision in the Federal Credit Union Act permitting 
such activity, Federal credit unions may not cash or sell checks for a 
fee. Formerly credit unions had been engaged in this activity and 
the ruling has created considerable hardship. The activity which is 
desired and requested by the members results in certain direct and 
indirect costs. It is only fair and equitable that these costs should 
be borne by those directly availing themselves of the service rather 
than by the general membership. This principle has been accepted 
by the credit unions directly involved, and as the owners of the credit 
unions they should have the right to provide this service for themselves. 

I think that it was pointed out, upon one occasion, that here in 
Washington, D.C., unless the credit unions were given an opportunity 
to cash the checks, it would result in inconvenience and expense to 
many Federal employees who would have to take time from their 
work, have to travel some distance to a bank which was not conven- 
iently located, or would have to pay very substantial fees to people 
who are in the business of cashing checks. This is pointed out clearly, 
it seems to me, in the District of Columbia, as much as in any other 
section. This is a service that the credit unions can make available 
to their members. It is a great convenience, and this is something 
which it seems to me we ought to recognize as a convenience for the 
individual member, and a service that we ought to be able to furnish. 

The next is to provide for appointment of the members of the 
supervisory committee, one of whom may be a director other than the 
treasurer, by the president, such appointment to be subject to rati- 
fication by the board. 

The present law provides for election of supervisory committee 
members by the membership. 

Now, I think our reasons for this amendment are contained in the 
printed record, and perhaps it needs no further amplification from 
me. 

The next one is to provide for one or more vice presidents, and this 
would be of particular significance to credit unions requiring an addi- 
tional cosignatory on the checks. A vice president could be elected 
and automatically, without any change in the bylaws, he would be 
given certain powers to sign checks. 

The next one is to change the position of the officer called “clerk” 
to that of “secretary.” 
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It is thought that the title “secretary” is more dignified and adds 
to the stature of the office, and this is a change in a name, which 
doesn’t appear to be of any particular monient, except that it does 
give a certain amount of prestige to the office, which we think is 
desirable. 

The next one is to prohibit compensation to any executive officer 
other than the treasurer for services rendered as such. 

This provides that only the treasurer, as general manager of the 
credit union, may be compensated for his services. Service without 
pay by the directors, committee members, and all other officers is con- 
sistent with credit union philosophy. Under the present law, all of 
the officers of a credit union may be compensated to such extent as 
the bylaws may provide. 

The next is to provide that in addition to the board of directors 
acting directly upon applications for membership, it may appoint 
from the members, other than the treasurer or assistant treasurer, a 
membership chairman who shall also be authorized to act upon such 
application within limitations set by the board. 

Mr. Jounson. May I interrupt? On the previous question of com- 
pensation of officers, have you any evidence to show that other of- 
ficers are now being paid or are not being paid ? 

Mr. Sronr. No; I think that as a general rule, other officers are not 
being paid, except when they render special service, but since we feel 
very strongly that we want to maintain this basic philosophy, we feel 
that—— 

Mr. Jounson. The purpose of my question is to find out whether 
we would be interrupting practices which members find acceptable 
in many cases. 

Mr. Stone. Mr. Austin will answer that. 

Mr. Austin. Actually, the standard bylaws, which have to be ap- 
proved by the Federal Bureau at the present time, have consistently 
said that no one but these persons may be paid, but there is a little 
pressure now and then from some credit union to be entitled to pay 
its president or board members for meetings. If this were put in 
the law it would give the weight of the law to it, whereas, now it is 
literally a regulation of the Bureau. It is our feeling that it is so 
basic a principle of the credit union movement that it could and 
should be in the law itself. However, the Federal Bureau has en- 
forced it, in effect, as a regulation, putting it into the bylaws of the 
credit unions of the past. 

Mr. Jonnson. Thank you. 

Mr. Stone. Now, the next one to which we will refer is the appoint- 
ment of a membership chairman, and this would enable credit unions 
to make their services available more quickly to applicants for mem- 
bership. In many instances the board of directors meets only once 
a month, and therefore can only pass upon applications for member- 
ship once a month. 

Now, while we do not intend to deprive the board of directors of 
the right and the desirability, too, of passing upon applications for 
membership we think it would be much more convenient if we were 
authorized to have a chairman of the membership committee who 
could take care of the man’s needs when he came in and have that 
ratified in some way by the board later on. 


40446—59——2 
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This would enable us to make our services available quickly in an 
emergency. 

The next amendment is to authorize the board to compensate neces- 
sary auditing assistance appointed by the supervisory committee and 
loan officers appointed by the credit committee. 

To assist the supervisory committee in functioning more effectively 
by providing for assistance which may be compensated, is the purpose 
of this amendment. This committee which is charged with the re- 
sponsibility for making regular internal audits of the credit union, 
often requires outside assistance. And we would like to give them 
the authority to provide outside assistance to make independent audits 
in cases where they think it is desirable. 

Compensation for loan officers who would take some of the burden 
off of the credit union committee is based upon the same principles, 
that a loan officer would be appointed, he would have the authority 
under certain cases, especially in loans which are secured by shares, 
to give members immediate service, and we would like to have the 
right to compensate these people who would be professional people in 
each instance. 

The next amendment is to increase the signature loan limit from 
$400 to $1,000. 

This is to allow credit unions to more effectively satisfy consumer 
credit needs of the expanding credit union membership. The chair- 
man has already, in his opening remarks, indicated his famliarity 
with the progress of the development of the law with reference to 
the loan limits. 

Congress has progressively increased this limit from $50 annually, 
in the original act, to $100 in 1940, $300 in 1946, and $400 in 1949. 

The experience of Federal credit unions on loans of this type has 
been very good over the years, and it is felt that the rising cost of 
commodities and services, coupled with the progressive growth and 
knowledge on the part of credit unions of the character and financial 
responsibility of their members, warrants the requested increase in 
the signature loan limits, and I respectfully submit that in the 10 
years since the last change, in 1949, the trend in the economy of our 
country has been such that the loan needs of the individual credit 
union member have changed, too, with that, and this increase to a 
$1,000, which we now ask, is justified by the history of the changes and 
by the present economy of the country. 

Next, to permit appointment by the credit committee of one or 
more loan officers to approve loans up to the unsecured limit, or in 
excess of such limit if the excess is fully secured by unpledged shares. 

I think this needs no further elaboration than is included in the 
printed record. This is being done for the purpose of making the 
facilities of the credit union available to a person when he needs it, 
and since all of the members of the credit committee serve without 
compensation, and sometimes it is difficult to get them together if 
their business duties call them away from a meeting of the committee, 
it means that unless we are in a position to give our members this 
service in this way, they may have to wait until the credit committee 
meets, and when a man needs, in an emergency, assistance, it isn’t 
desirable to ask him to wait 2 or 3 or 4 days until the credit committee 
~neets. 
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Now, while the credit committees may meet very frequently, in the 
larger credit unions, I think you will agree with me in those cases 
where you have smaller credit unions, and the credit committees don’t 
meet too often, that it limits a person to ask him to wait until the 
credit committee meets, especially when he needs money. He ought 
to be able to get his loan as quickly as possible. 

The next amendment is to authorize the board of directors to de- 
clare a dividend rather than the membership declaring a dividend, and 
to transfer this function to the body which is primarily responsible for 
the management and sound operation of the credit union is something 
which people understand as good business, in many types of corpora- 
tions. The directors of a credit union are in a better position, perhaps 
in the best position, to determine the size of the dividend to be dis- 
tributed, based upon the directors’ intimate knowledge of the organiza- 
tion’s affairs, and the current and future needs of the organization. 
Further, this would alleviate the condition presently existing whereby 
the members are in the position to declare a dividend in excess of that 
to which the credit union can safely and prudently afford to pay. 

The next amendment is to permit annual or semiannual dividends as 
ths bylaws of each credit union may provide. It seems to me there is 
no good reason why a credit union shouldn’t be permitted to pay divi- 
dends semiannually if the credit union thinks this is the desirable 
method of declaring dividends and since the credit union will have the 
right to exercise its choice of an option, it seems to me that the com- 
mittee might well feel that they ought to give them the right to de- 
clare dividends semiannually instead of annually. 

The next change is to provide that the dividend credit for a month 
may be accrued on shares which are or become fully paid up during 
the first 5 days of the month. I don’t think this needs any elabora- 
tion. This is for benefit of the individual credit union member. It 
doesn’t affect the credit unions too much but as a matter of bookkeep- 
ing it seems to me desirable to give them this opportunity to put their 
money in any time within the first 5 days, and, of course, sometimes 
this becomes important because some of these people don’t get their 
paychecks until the first or second day of the month, and they need a 
— time, within which to bring their checks into the credit union for 

eposit. 

Next, to provide that a member expelled from a credit union may ob- 
tain a review of such expulsion by the Director of the Bureau. 

Since expulsion may seriously affect a person’s standing and reputa- 
tion in a community and may be based on factors which do not con- 
stitute a valid reason for such expulsion, provision for a method of 
review appears warranted. We think that perhaps a review by an 
impartial group who can take a more objective view of the situation 
would be better for the individual credit union and it seems to me 
that this is a benefit which you confer upon the individual credit union 
member. 

This amendment to which I just made reference appears in the 
Multer bill, but does not appear in the Patman bill. 

The next amendment is to place the Bureau of Federal Credit 
Unions under all provisions of the Administrative Procedure Act. At 
present, it is subject only to the rulemaking provisions of the act. 
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The purpose of this is to give Federal credit unions and proposed 
new credit unions the right to a hearing on adjudications made by the 
Bureau, and to create a formal record of such hearings. 

The next amendment is to permit allocation of space in Federal 
buildings to credit unions having a membership composed of at least 
95 percent of persons who are either presently Federal employees or 
are retired employees and members of their families. At present, al- 
location of such space is permitted to credit unions the membership of 
which is composed exclusively of Federal employees and members of 
their families. 

The purpose of this amendment is to allow credit unions to con- 
tinue the membership of retired Federal employees, and to extend 
membership to a limited number of employees of private contractors 
who we all recognize as quasi-governmental officials, but who are 
not technically governmental officers, such as the American Legion, 
Red Cross personnel, who work along with Federal employees at 
Federal installations. We don’t want to jeopardize the credit unions’ 
eligibility for space in Federal buildings . 

We think these people should be included in that group. 

Mr. Jounson. May I interrupt you again at that point ? 

Mr. Stone. Yes, sir. 

Mr. Jounson. Mr. Chairman? 

Mr. Parman. Certainly. 

Mr. Jounson. The language there says either presently Federal 
employees or retired Federal employees. 

This means that if a person was an active member of your credit 
union and left Federal employment, to accept other employment, 
that he should be thrown out of the credit union, or else when there 
were more than 5 percent, the credit union would lose the benefit of 
this provision ? 

Mr. Stone. Yes, sir. 

Mr. Jounson. Is it your feeling that when a person leaves employ- 
ment in an institution which has a credit union, that he should, 
unless he retires, withdraw from that credit union ? 

Mr. Stone. No, it is my feeling that we want him to remain as a 
member of that credit union, Mr. Johnson. 

Mr. Jounson. That is what I thought. Now, my question is this: 
Shouldn’t you perhaps suggest that it be composed of at least 95 
percent of persons who are either presently Federal employees or 
were Federal employees at the time of their admission into the credit 
union ? 

Mr. Stone. Yes, sir; I think that would do it. I agree that that, 
Mr. Johnson, extends the group, which would be preferable. I think 
your language would be preferable. 

Mr. Jounson. I am in the embarrassing position of having left the 
employment of a group that had a credit union and I am no longer 
in their employ because of my present activities. I take it if this 
principle were generalized that I had better get out of that credit 
union, 

Mr. Stone. We don’t want you to get out of the credit union. 
I agree that Mr. Johnson’s definition of the group is better than the 
one we suggested, Mr. Chairman. 
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Mr. Patman. An amendment will be in order, Mr. Johnson, which 
I trust you will be good enough to prepare. 

Mr. Stone. The next amendment is to add a new section to the 
act to provide for conversion from Federal to State charter, and 
Vice versa. 

The purpose of this is to make specific provision for such con- 
version. Under certain circumstances this action may be deemed 
desirable by a credit union and acceptable to the supervisory agen- 
cies involved. However, the Federal Credit Union Act is silent in 
this connection. Special authority appears warranted which would 
facilitate the procedure in order that it may be accomplished without 
dissipation of reserves or undue disruption of normal credit union 
operations and service to the members. 

I am familiar with two such situations, one in Maine and one in 
Massachusetts. The one in Massachusetts was the conversion of a 
parish credit union from a Federal chartered credit union to a State 
chartered credit union and it worked out very well, but there were 
certain circumstances, in the particular instance, which justified the 
conversion. 

The one in Maine is one with reference to a municipal group, and 
as of 6 months ago when I had some correspondence with the Bureau 
in regard to this, and with the Maine credit union people, I found 
that there was some difficulty between the Bureau and the Maine 
—— about clarifying the regulations and the law relating to this. 
So I just want to add my own personal observation, that there ought 
to be, I respectfully submit, some definite rules about this, whatever 
rutes this committee thinks are desirable. 

The next amendment is to make a provision for making robbery of 
a Federal credit union a crime under Federal statute. 

And this proposed amendment would permit the Federal Bureau 
of Investigation to assume jurisdiction in instances of robbery, as 
well as the others. And I think that—and I respectfully submit that 
this is a desirable change. 

The next amendment is to expand the provisions of the act to in- 
clude the several Territories and the several possessions of the United 
States. And the purpose of this is to eliminate the need for future 
amendments in order to allow for the establishment of Federal credit 
unions in the U.S. Territories, and possessions hereafter created. 

Other amendments, which I will not refer to, are included to modify 
various sections of the act and these are to modernize the act without 
making substantive changes. 

Now, the first witness following me is Mr. Cecil Burdick, director 
of the Credit Union National Association from Texas. 

Mr. Parman. Mr. Burdick, come around, please. You may stay 
there, Mr. Stone, if you desire. 

Mr. Jounson. Mr. Chairman, I think it would be appropriate to 
say at this time that Mr. Vance Austin has been for many years a 
distinguished resident of my district and a distinguished public servant 
in the State of Colorado. 

Mr. Austin. Thank you. 

Mr. Parman. Mr. Burdick, you may proceed. 
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STATEMENT OF CECIL BURDICK, NATIONAL DIRECTOR OF CUNA,. 
FROM TEXAS 


Mr. Burviok. Mr. Chairman and members of the committee, my 
name is Cecil Burdick. I live in Longview, Tex. I have been the 
treasurer of the Humble Employees Longview Federal Credit Union 
since it was organized in 1936, 23 years ago. I have been a director 
and secretary-treasurer of the Texas Credit Union League since 1941— 
18 years. I have been a director of the National Credit Union Asso- 
ciation for the past 16 years, and a vice president of the association in 
1957 and 1958. I have held and still hold many positions as committee 
member of credit union groups nationally, regionally, and in my State. 
All of these positions have been on a voluntary, nonpaid basis. I tell 
you this so you will know that my credit union background gives me 
wide knowledge of credit union operations and problems. 

For example, in my district we have 61 credit unions and in the 
State of Texas we have over 1,100 credit unions with 600,000 members. 
I personally have knowledge of the operation of many of these credit 
unions and directly or indirectly hear of most major problems affect- 
ing any of them and credit unions generally throughout the Nation. 

Many of the problems which come to my attention result from the 
restriction in the law prohibiting Federal credit unions from lending 
a member more than $400 on his own signature. In 1949 Congress 
amended the Federal Credit Union Act to allow credit unions to make 
signature loans to individual members up to $400. Ten years ago a 
$400 limit was satisfactory in most cases. But, as you gentlemen 
know far better than I, 10 years ago the dollar would buy far more 
goods and services than today’s dollar. 

For example, my records show that in 1950 the average loan made 
by my own credit union was $529, whereas last year the average loan 
totaled $753. We made practically the same types of loans in 1958 as 
we did in 1950, yet you see that the amount of the average loan in- 
creased by over 42 percent. Requests for signature loans have in- 
creased by about the same percentage in amount, but the limitation in 
the present Federal Credit Union Act has prevented granting unse- 
cured loans in an amount greater than $400. Congress and the credit 
union leaders felt 10 years ago that a man’s signature was worth $400; 
today we feel that the rising costs of commodities and services, coupled 
with the progressive growth in knowledge on the part of credit unions 
of the character and financial responsibility of their members, warrant 
a substantial increase in the signature loan limit. 

As you gentlemen know, each Federal credit union has a credit 
committee that passes upon every individual loan. The members of 
the credit committee quite often decide that a borrower’s character 
or his financial condition make it necessary to reduce below the 
maximum signature loan limit the amount the credit union will lend 
him without additional security. 

If you gentlemen see fit to grant us an increase in the amount of 
the maximum signature loan limit, the credit committees of these 
credit unions will still exercise their right to grant a lower amount 
when they deem such limitation to be necessary. 

Daily, the credit committees of hundreds of Federal credit unions 
throughout the United States have members who desire to borrow 
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up to $1,000 for very provident and productive purposes. Often 
these would-be borrowers are considered by the credit union to be 
well worth the amount requested on their own signature, and the 
borrowers know that with their well established credit rating they 
can go to other types of lending agencies and get the amounts they 
need—usually at a much higher rate of interest—without any ques- 
tions and on their own signatures. But, of course, they would rather 
borrow from their own credit unions. They come to us. We are 
forced to say, “John, or Bill, we are very sorry, but the Federal law 
will allow us to lend you only $400 on your own signature. If you'll 
furnish us some other collateral, we'll be glad to lend you the $800 
you need. We know you have an excellent credit rating and charac- 
ter, and that your signature is well worth the $800, but the law says 
otherwise.” 

I had an example of that just a few weeks ago. We had a man 
who had been sick, had an operation in the first part of the year, and 
had secured permission to delay his income tax return. I personally 
helped him work it up. He had last year sold some stock, antici- 
pating this opernisens and had made a considerable profit on the stock, 
which made his income tax $683 more than had been withheld from 
his income. 

He came to my credit union, came to me, and asked me if we would 
loan him this $683, since the operation had taken most of the money 
or profit he had made on the stock. I told him we would be glad to 
loan him the $400, or he could get some cosigners and we ees loan 
him the $683, which he finally did. But he was a man that any of 
us would have been glad to loan the $683 without question of col- 
lateral, had we been permitted under law. 

You can understand that we make a poor impression on that 
member when we are forced to tell him, in effect, that he must go 
elsewhere to get the money he needs, and we know he can and will 
repay. 

eee in light of risin prove which have created needs for 
larger loans and our hallo | nowledge and excellent experience 
in making signature loans, isn’t it reasonable to expect that the signa- 
ture loan limit should be increased substantially? We earnestly feel 
that a $1,000 signature loan limit is realistic, and would enable Fed- 
eral credit unions to more adequately and effectively serve the credit 
needs of their membership. 

I urge you gentdemen to suport all of the revisions of the Federal 
Credit Union Act contained in these bills, including the amendment 
which would increase the signature loan limit to $1,000. 

Thank you very much for allowing me to present this statement to 

ou. 
" Mr. Parman. Are there any questions? If not, thank you very 
much, Mr. Burdick. 

Call your next witness, Mr. Stone. 

Mr. Stone. Our next witness, Mr. Chairman, and members of the 
committee, is Mr. Louis Bonderefsky, director of the Credit Union 
National Association from New York 

Mr. Parman. Mr. Bonderefsky, you may proceed in your own way 
sir, Identify yourself first. 
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STATEMENT OF LOUIS BONDEREFSKY, NATIONAL DIRECTOR OF 
CUNA, FROM NEW YORK 


Mr. Bonperersky. Mr. Chairman, members of the committee, my 
name is Louis Bonderefsky. I am a director of the Credit Union Na- 
tional Association from New York and treasurer of the Grand Central 
Terminal Employees Federal Credit Union in New York City. I 
have served as an officer of this credit union since 1936. I also am 
treasurer of the New York State Credit Union League, which serves 
more than 1,000 credit unions with approximately 600,000 members. 
Approximately 850 of these credit unions, with nearly 450,000 mem- 
bers are federally chartered. 

I would like to register firm support of the credit union bills under 
consideration and to urge favorable action by this committee on this 
legislation which is so essential in order to enable our Federal credit 
unions to continue to serve the thrift and credit needs of their millions 
of members as effectively as in the past. 

I would like to particularly address myself to the proposed amend- 
ment which would permit loans to directors and committee members 
up to the amount of their shareholdings in the credit union, plus the 
total unencumbered and unpledged shareholdings of any member 
pledged as security for the obligation of such director or committee 
member. At present such officials are restricted to loans which may 
not exceed the amount of their shareholdings in the Federal credit 
union represented by shares thereof. 

The present provision in the act places a hardship on those officials 
who are willing to render volunteer service but’ have the same credit 
needs as other members. In my own experience, covering 25 years, 
I have known of several instances where officials have been forced to 
resign from office because they required a loan in excess of their per- 
sonal shareholdings. 

Also, many capable and experienced members are recuctant to as- 
sume office due to the restriction which is placed upon them. As a 
som credit unions often lose the benefit of the most capable leader- 
ship. 

here are 36 credit unions serving the employees of the New York 
Central Railroad system with approximately 61,000 members. Some 
of these credit unions operate under State law. The officials of these 
credit unions are permitted to borrow in excess of their personal share- 
holdings, with some limitations. 

The New York State credit union law was enacted in 1912. Officials 
of New York State chartered credit unions are also permitted to pro- 
cure a loan in excess of shares, with certain limitations. Experience 
has shown no violation of trust or conflict of interest on loans of this 
type. 

There are five “officer credit unions” in New York where Federal 
credit union officials are eligible for membership. However, these 
organizations have not met the credit needs of such officials, due to 
policy variations within these credit unions. 

The manner in which the proposed amendment would alleviate 
the current problem can possibly be best pointed up by means of an 
illustration. An official of a Federal credit union has $200 in share- 
holdings, but requires a loan in the amount of $400. His wife, an- 
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other member of his family, or a friend having $200 or more in un- 
encumbered shares, could act as a cosignatory on the note and thereby 
allow the official to obtain the entire amount needed. This limited 
liberalization would help the officials with their credit needs, and at 
the same time retain due regard for the safety of the funds of the 
membership. 

I therefore respectfully solicit favorable action by this committee 
on this and the other amendments in the credit union bills under 
consideration. 

Mr. Parman. Thank you, very much, sir. 

You may call your next witness. 

Mr. Stone. Mr. Chairman, Mr. Bonderefsky communicated to a 
few of us some instance which he had in his credit union in New York, 
which may be of interest to the committee. May I have him com- 
municate that to the committee at this time? 

Mr. Patman. Certainly, sir. 

Mr. Bonverersky. Thank you, Mr. Chairman. I want to point out 
one instance where an employee of ours was in difficulty in matri- 
mony. He was a man in his middle sixties, who had married for 
a second time. Apparently, the lady that he married, according to 
himself, was not a nas, She took just about everything that there 
was in sight, left him, and sued for support. 

This thing went through the courts of New York, and the man 
was in and out of alimony jail, and his own conscience wouldn’t per- 
mit him to do his work satisfactorily, and it was a question of whether 
or not he could retain employment. 

Through the credit union I was able to deal directly with the at- 
torneys involved, and we were able to come to a compromise where 
all outstanding alimony would be disregarded, and that the credit 
union would see to it that as long as this man was employed we would 
send this lady $15 every 2 weeks. We did that for about 5 years 
without any cost other than 3 cents for a postage stamp to this indi- 
vidual. 

Mr. Parman. And you restored him fully, I assume. 

Mr. Bonperersky. We restored him fully until the date of his 
retirement. 

Mr. Parman. Thank you, sir. 

Mr. Srone. The next witness is Mr. John V. Nation, who is director 
of the Credit Union National Association from Ohio. 

Mr. Parman. Mr. Nation, we are glad to have you. You may pro- 
ceed in your own way, sir. 


STATEMENT OF JOHN V. NATION, NATIONAL DIRECTOR OF CUNA, 
FROM OHIO 


Mr. Narion. Mr. Chairman and members of the committee, my 
name isJohn V. Nation. Iamadirector of the Credit Union National 
Association from Ohio, and a past president of the Ohio Credit League, 
which serves some 1,100 credit unions with more than 550,000 members 
throughout Ohio. Approximately 500 of these credit unions, with 
almost 300,000 members, are Federal credit unions. 

In addition, I am treasurer of two federally chartered credit 
unions—the Spicer Federal Credit Union which serves employees of 
the Toledo (Spicer) division of the Dana Corp., and the Co-op Fed- 








22 FEDERAL CREDIT UNIONS 


eral Credit Union which serves members of the Toledo Consumers 
Cooperative Association. 

Because of changing conditions there is an urgent need for enact- 
ment of the credit union bills currently before this committee. 

One of the proposed amendments of particular interest to me would 
permit appointment by the credit committee of one or more loan 
officers authorized to approve loans up to the unsecured limit or in 
excess of such limit if fu ly secured by unpledged shares. 

This would allow Federal credit unions to furnish the type of 
prompt loan service which their members have a right to expect and 
which they ought to be able to provide. This is especially true in 
view of the fact that their members can obtain this prompt service 
from practically any other financial institution. 

I believe my own credit union, which serves employees of an indus- 
trial plant, as do a substantial portion of all Federal credit unions, is 
an almost perfect example of why this provision is so urgently needed. 
Our main plant spreads over several acres and also has operations in 
another building located in such a way that it is necessary to travel 
about 5 blocks to go from one plant to the other. Although both 

lants are located on property owned by the corporation, and on one 

arge parcel of real estate, the two plants are different divisions and 
therefore separate. Since the credit union serves all of the employees 
of the corporation, and is desirous of cooperating to the fullest extent 
with company management, it is necessary that we provide our services 
in such a manner as not to interfere with production schedules, and if 
at all possible, to complement these operations. This is difficult under 
the current requirement in the act that no loan may be made unless 
approved by the credit committee at a meeting at which the application 
for such loan is considered. 

Through loan officers the credit needs of the members could be 
handled more expeditiously and with a minimum of interference with 
company production schedules, since approval at physical meetin 
of the credit committee would not be required on an appreciable 
portion of the loans. This would also lighten the burden of the credit 
committee, the members of which make their living working for 
the company and donate their services to the credit union. 

Further, many times employees receive messages on the job relating 
to some family emergency for which the credit union could provide 
immediate funds, if it had a loan officer. Under present circum- 
stances, immediate emergency credit service is not practical. 

Mr. Chairman, may I cite an example of this? 

Mr. Parman. Certainly you may do so. 

Mr. Nation. I would like to tell you of a case. A fellow went 
fishing on payday. He was a man who had 10 children. He had 
his paycheck in his pocket, and he had made a practice of depositing 
25 cents, 10 cents, 15 cents, depending on the age, for each child in 
the savings account. 

On his fishing trip, the boat capsized and he was drowned. His 
widow appealed to me by aca the next day, which was on a week- 
end, for help, with 10 children and no paycheck, since he had it in 


his pocket, and she needed it for food. 
Had we had a loan officer it could have been handled very quickly. 
But it required quite a substantial amount of negotiating and tele- 
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phoning, to satisfy the need. That is an example of the emergencies 
that can occur, and believe me, she needed the money to feed 10 children. 

And, incidentally, also it lends to defeating the basic purpose of 
thrift if we can’t encourage the people to save, if they are not able to 
get loans on an emergency basis, of their own funds, quickly, it defeats 
the purpose of encouraging thrift. 

Mr. Parman. I notice you said that this individual deposited a 
certain amount each month from his paycheck into a thrift fund for 
each 1 of his 10 children. Is that a common practice? 

Mr. Nation. Another example I might cite is this: We opened 
an account a few weeks ago, with no first name for the child, because 
the child hasn’t been born yet. We have regular deposits for three or 
four accounts each week, as the paycheck is cashed, in lots of families. 
It is common practice to build up funds for education. 

Mr. Parman. I am impressed and that is real encouragement to 
thrift. 

Mr. Nation. That amounts to between $35,000 and $50,000 a month 
in our case. 

Mr. Parman. Just the thrift accounts for children ? 

Mr. Nation. Yes, sir. 

Mr. Parman. Thank you. 

Mr. Nation. Gentlemen, I could cite you other specific conditions 
that point up the need for every one of the changes requested in the 
bills before you. The improvement these changes would effect in the 
act is very evident to those of us who live with credit union work 
daily in our jobs as credit union treasurers and officials. At times con- 
ditions arise that make it impractical to follow strictly the letter of the 
law and even necessitate slight evasions because needed changes are 
not made promptly enough in the law to keep up with the changing 
conditions at the grassroots level. 

I would, therefore, urge this committee to act favorably upon the 
bills before them. Thank you for the courtesy of allowing me to 
present this statement. 

Mr. Parman. Thank you, Mr. Nation. 

You may call your next witness, Mr. Stone. 

Mr. Sronr. The next witness will be Clarence O. Cherry, director 
of the Credit Union National Association from Colorado. 

Mr. Patman. Mr. Cherry, we are delighted to have you. You may 
proceed in your own way. We have a member of our subcommittee 
from Colorado and we are very proud of him. 

Mr. Cuerry. You might add from my district, Mr. Chairman. 

Mr. Parman. Thank you. 


STATEMENT OF CLARENCE 0. CHERRY, NATIONAL DIRECTOR OF 
CUNA, FROM COLORADO 


Mr. Cuerry. Mr. Chairman and members of the committee, my 
name is Clarence O. Cherry, and I am a director of the Credit Union 
National Association from Colorado, and treasurer-clerk of the VA R- 
39 Federal Credit Union in Denver, Colo. This credit union serves 
Federal employees of the Veterans’ Administration regional office in 
Denver. Approximately half of Colorado’s 260 credit unions are fed- 
erally chartered credit unions. The total credit union membership in 
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Colorado is more than 150,000, almost 10 percent of the State’s popu- 
lation. 

I should like to add that those figures are as of December 31, 1957, 
and there have been proportionate increases. 

I appreciate this opportunity to appear before you in the interest 
of the members of all our Federal credit unions. We sincerely hope 
that you will act favorably on the bills before you, all of which con- 
tain desirable changes. I would like to devote the major portion of my 
statement to the amendment to increase the signature loan limit, or 
unsecured loan limit, from $400 to $1,000, since this is one of the pri- 
mary areas of concern to us. 

1. As you probably know, when an application for a loan is con- 
sidered, the purpose of the loan, the member’s ability to repay, and 
the member's character are the major determining factors. Security 
on loans up to $1,000 is often taken simply to satisfy the act. On the 
basis of experience we know that a person who wants to and is able to 
repay a loan up to this amount will do so. 

2. Loans requiring security are time consuming in terms of record- 
keeping and create additional expense through the processing of mort- 
gages, the paying and recording of fees, additional postage, materials, 
etc. If the proposed change meets with your approval and we are 
permitted to grant loans up to $1,000 without additional security, it 
will reduce these expenses and allow Federal credit unions to operate 
more efficiently. Of course, the credit committee or a designated loan 
officer would carefully consider such larger signature loans in order 
to fully protect members’ shareholdings. 

3. Many State chartered credit unions, as well as other types of 
lending institutions, are not restricted to signature loans in the amount 
of $400. In some instances there are no restrictions at all in the 
State credit union act. 

The present limitation in the Federal Credit Union Act results in 
many members in need not availing themselves to the fullest extent 
of our credit facilities. Often they obtain much larger amounts else- 
where on their signatures. Of course, the cost is usually greater— 
often several times greater—than our credit union rate of interest. 

4. Our expanding economy and standard of living in this country 
have created a situation in which $400 can no longer be considered 
a great deal of money. For example, if a member in Denver, Colo., 
requires an emergency loan for the purpose of visiting his mother 
who is seriously ill in New York, the cost of plane fare, hotels, meals, 
incidental expenses, caring for his own family, etc., will obviously 
exceed $400. The present requirement that security be obtained on 
the excess amount creates a problem and delay in processing these 
loans that is highly undesirable. Credit unions have always con- 
sidered service to the member as their primary objective. 

5. Congress has progressively increased the signature limit from 
$50 in the original Act to $100 in 1940, $300 in 1946, and $400 in 1949. 
Our experience on loans of this type has been very good over the years. 
The knowledge we have acquired concerning the character and. fin- 
ancial responsibility of our members warrants the proposed increase 
in the signature loan limit. 

Your approval of the credit union amendments before you is earn- 
estly solicited. I very much appreciate the opportunity to present 
this statement to you. 
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Mr. Chairman, with your permission I would like very much to add 
one comment. 

Mr. Parman. You may do so, sir. 

Mr. Cuerry. I would like to take this opportunity to compliment 
our Congressman Johnson on his suggested amendment that he made 
this morning, pertaining to members who leave the field of member- 
ship in our Government agency Federal credit unions, and as you 
gentlemen perhaps know most of our credit unions provide life sav- 
ings protection, and in many instances these folks are required to 
leave membership through no choice of their own because of various 
economy programs and other situations that arise in the Government, 
and it 1s necessary to have a reduction in force, and these people, as 
I state, have no choice in the matter, they are forced to terminate 
their employment, and in many instances go into various types of 
industrial employment. 

In some instances, now, these persons are passed the age of 55, and 
the primary purpose-for acquiring their savings was to acquire’ this 
additional insurance protection for their family, so that we are literally 
taking away from them this protection and service that we assured 
them they would be provided through our credit unions. Again I 
want to personally congratulate you, Byron, I think you picked up a 
very important and pertinent point and thank you all very much for 
this opportunity. 

Mr. Piekeate Thank you. Are there any questions ? 

Mr. Jounson. Thank you, Mr. Cherry. Since you do represent a 
Federal employees credit union, could you comment? Do you en- 
courage persons who do drop out of Federal employment before re- 
tirement to stay in your credit union if they can? 

Mr. Cuerry. I think, Congressman Johnson, I might say this: That 
our potential membership at this moment, that is the number of em- 
ployees on duty, is, 1,349, and our actual membership is 1,942. 

Mr. JoHnson. You have answered my question. 

Mr. Parman. Thank you very kindly, sir. 

Mr. Miller. 

Mr. Miuier. I know that this has probably been stated in previous 
hearings, but I think this record should show, either from Mr. Cherry, 
or Mr. Burdick, or Mr. Bonderefsky, some evidence as to why you 
gentlemen give so much of your time to this tremendous institution of 
the credit unions, so that we can have it on the record for the benefit 
of other members of Congress who may not be familiar with it. I 
think that either one or all three of them might give some indication, 
something about how much they are paid, who pays for their being 
here, and why do you give so much free time. 

Mr. Currry. I don’t know that I am the person qualified, but in 
iny own case I would certainly be happy to state that I am employed 
by the Veterans Administration, in the Department of Medicine and 
Surgery, for the particular purpose of serving all of the amputee and 
hard of hearing veterans throughout the world, in addition to the 
British and Canadian veterans who reside in the United States and 
whom our country is reimbursed for serving. 

My association with a credit union is purely for the purpose of 
doing something in this world to help our fellow man, and it is per- 
haps closely related to your work as a Congressman. I am sure that 
you certainly don’t get paid for the effort that you put into your 
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duties, and the time that you spend in trying to make this a little 
better place for us Americans to live in, and to determine it I think 
would be difficult. I am a member of the Southwest Adams Count 
Volunteer Fire Department, which is a similar organization. Well, 
I guess there are those of us who just seem to get a great deal of satis- 
faction from being in a position where we can do something to help 
our fellow Americans, and also our friends in other countries, enjoy 
a little better way of life. 

Mr. Mintzer. Thank you. 

Mr. Austin. Mr. Chairman, I wonder if we might ask Mr. Cherry 
who is paying for the time that he is putting in here today. 

Mr. Parman. We are not asking him the question. He may state 
it if he wishes. 

Mr. Cuerry. I am willing to state, Mr. Chairman, I am here on my 
vacation time and I have practically exhausted it on credit union 
business this early in the year. I am on annual leave from the Gov- 
ernment. 

Mr. Parman. Thank you, sir. 

You may call your next witness, 

Mr. Stone. Mr. Chairman, may I add that it is my understanding 
that Mr. Johnson’s amendment, as it relates to those who leave the 
sphere of operation, was only applicable to the question of space that 
we were talking about at the time. 

Mr. Jounson. It was suggested to me by that provision, which 
seemed to be unduly restrictive, especially in view of the statistics 
Mr. Cherry has just given us. It seems to me that the 95 percent rule, 
if it were to count only present employees and retired persons, would 
obviously put them in a very embarassing position. I think the in- 
tent of your amendment would be better served by counting the status 
of the members when they were admitted. 

Mr. Stone. Yes, sir, and I wanted to make clear that the matter of 
95 percent applies only to the question of apace in field buildings. 

na Mr. Seeman could we recall Mr. Nation to answer the ques- 
tion that Mr. Miller asked. 

Mr. Mixer. I would like to hear his answer. 

Mr. Stone. All right, Mr. Nation. 

Mr. Nation. In my case, I might say that I was merely a factory 
worker. However, when I left my work in the factory, I was making 
about $5,000 a year to start on the treasurer’s job at $3,750, and after 
about 8 months on the treasurer’s job, the company offered me a job 
with the company at approximately $7,500, and after consulting with 
the wife, who spends the money, and since she, incidentally, doesn’t 
have time to do all of her housework because she oy me with the 
bookkeeping on the volunteer job at the Co-Op Credit Union, she felt 


I should stay on credit union work and as a result I have remained 
there. I turned down the offer from the company. Granted, my 
salary is substantially more than $2,750 now. However, I still would 
be making more with the company, on the company job, and although 
the plant manager seemed to think I was sort of crazy at the time, he 
has since come back to me and complimented me on staying on the 
job in the credit union. 
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I have heard the remark at different times, that you don’t have to 

tu to want to be a credit union treasurer, but it will certainly 
elp. 
. Parman. Mr. Johnson. 

Mr. Jounson. If I might offer a purely professional comment here. 
There are two kinds of income. ere is cash income and psychic 
income. The credit union apparently pays off more in aeedlile in- 
come than in cash, 

Mr. Parman. Well, we have some mighty fine people engaged in 
credit union work. 

Mr. Muuer. Mr. Chairman, I wonder if we could include in the 
record some diagramatic representation of the relationship between 
these various levels of credit unions. 

Mr. Patman. If you desire. 

Mr. Austin. We will be happy to prepare it and insert it in the 
record. 

Mr. Parman. It may be inserted at this point. 

(The data requested above is as follows y 
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CUNA 


Governed by national directors elected by member leagues. 


Supported by dues from leagues, 


and from credit unions in non-league areas. 

















leagues 


Governed by directors elected 
by member credit unions. 
Supported by dues from 
credit unions. 
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chapters 


Voluntary city, county or 
area groups of credit unions 
formed primarily for 
educational purposes. 
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credit unions 


Governed by board of 
directors elected by members. 

















credit union 
membership 


Members in credit unions affiliated 
with the leagues and CUNA 
govern the entire structure. 























Ee 





FEDERAL CREDIT UNIONS 29 


Mr. Stone. May we have the reply to Mr. Miller from Mr. Burdick, 
Mr. Chairman ¢ 

Mr. Parman. Yes, sir, Mr. Stone. ; 

Mr. Burpicx. Mr. Chairman, and Congressman Miller, I have 
wondered myself, for the 23 years I have been in this movement, why 
I devote so much time to it free of charge, but if I sat here today and 
listed all the organizations that I contribute a world of time to, it 
would take the rest of this man’stime. I would like to say one thing; 
I have contributed 9 years to Little League Baseball, and 23 years 
to the credit union movement, and both of them have actually cost 
me substantial sums of money. I spend all of my vacation time in 
one or the other of those activities. But it is something that comes 
down to your heart, and you just get enjoyment out of being able to 
help your fellow man. 

My pay check comes from an oil company, and they complain be- 
cause I only work about 4 hours a day for them. 

Mr. Parman. Thank you, Mr. Burdick. 

Mr. Jonnson. Mr. Chairman, I think it should be noted that many 
a company has called the credit union people in to organize the credit 
union, because the credit union can give kinds of service that otherwise 
cause the personnel office a lot of trouble, and that the credit union 
actually turns out to be a real boon to the morale of the company. 
Wouid you comment on that, Mr. Austin ? 

Mr. Austin. Thank you very much, Congressman Johnson. That 
statement is definitely true. In many instances it is the company, 
the parent organization itself, which gets in touch with people in the 
credit union movement and says “Come over and help us organize a 
credit union,” which won’t belong to the parent company, but will 
belong to the employees strictly and is turned over to them by the 
parent company. 

But most personnel managers, most corporate management, feel 
that the credit union is a real asset to the corporation, and in nearly 
every instance where there is a credit union, there is an excellent rela- 
tionship between management and the credit union for just the things 
that Congressman Johnson mentioned. 

The management of a corporation feels that this is a way in which 
employees can help themselves, but very beneficially to corporate man- 
agement. An employee who isn’t having financial troubles because 
his credit union helps him out isn’t also having a lot of troubles with 
his corporation or at his bench or desk that he would otherwise be 
having. 

So the corporations give of their time, and of their money, too, 
to the credit union movement, for some of the same reasons that these 
people have been mentioning. It is a matter of satisfaction to many 
corporations, in that a corporation can have a soulful satisfaction, 
to think that they are actually helping their employees in ways over 
and above any possibility of a pay check. It is helping them help 
themselves, in a credit union way, to find a little more financial se- 
curity which gives them a little more personal security as the Con- 
gressman mentioned. Thank you. 

Mr. Parman. Thank you, sir. 
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Mr. Bonverersky. Mr. Chairman, members of the committee, you 
have heard it stated here that it helps maybe to be a little bit crazy 
to be in this movement. I am with the New York Central ana started 
as a fileclerk 38 years ago. I believe I was on the job about 6 months 
when someone passed the hat around because of a death and asked if 
I wouldn’t contribute a quarter toward flowers. I very graciously 
gave my quarter. About a month later, the same collector came 
around, and when he stated the cause, I looked at him, with my hand 
in my. pocket, and I guess he thought to himself, “You don’t have to 
give if you don’t want to,” and I suggested I would be happy to give 
the quarter but I wanted him to answer one question. “Do you ever 
do anything for anybody before they die?” I then started a little 
fund that I called a sick and flower fund and I exacted at least 5 cents 
a payday twice a month from the employees in the area, and we had 
this fund where we could buy these flowers, purchase a little gift for 
an individual whose wife went to the hospital or had a baby, where 
we might have $5 or $10 to lend a man from payday to payday, until 
one of our people read an article about credit unions on his way to 
work. They talked about this, and said, “If this is half as good as 
it sounds we would like to get Lou to look into this.” It has been the 
happiest time of my life in my nearly 24 years of association, I have 
met the finest ag mr people that are really devoted, people that 
want to help their fellow man, and I can only say that it has been a 
real privilege for me. 

By the way, I am here at loss of pay. My company docks me a 
day’s pay to come here. And I am very, very happy to be able to 
contribute it. 

Mr. Parman. If I understand correctly, there is only one paid offi- 
cer in each credit union, is that right ? 

Mr. Bonperersky. That is correct, the only one you can pay is the 
treasurer. 

Mr. Parman. Al] the rest of them serve free ? 

Mr. Bonperersky. Volunteers. 

Mr. Parman. And give all this free time and even lose money. It 
is a wonderful service, and I am proud of every one of you. Are 
there any other questions, gentlemen ? 

Mr. Jounson. I would like to thank you for the very fine state- 
ment, I think this epitomizes the situation in almost every credit union 
in the country. 

Mr. Bonperersky. Thank you, very much. 

Mr. Parman. Thank you. 

Mr. Austtn. This points up the one thing we mentioned a moment 
ago, asking in the law that it state that only one person can be paid. 

Mr. Parman. Yes, sir, it makes it the law rather than regulation. 

Mr. Austin. That is right. The income that one man can be paid 
is interesting in that there are so many in each credit union that give 
so freely of their time. Undoubtedly you Congressmen have given 
of your time to credit unions. I know that Congressman Johnson 
has served on these boards and committees where he has been acting 
but it is a basic precept of the credit union, that a person who gives 
his whole time must be compensated so he can live but it is a basic 
principle that others who contribute part of their time must do so 
for the satisfaction they get out of helping their fellow man and we 
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think it would be to the detriment of the movement if there should 
be other paid personnel in the officer group. 

Mr. Jounson. Thank you. 

Mr. Parman. Call your next witness, please. 

Mr. Srone. James J. Girvan, Director of the Credit Union Na- 
tional Association from Pennsylvania. 


STATEMENT OF JAMES J. GIRVAN, NATIONAL DIRECTOR OF CUNA, 
FROM PENNSYLVANIA 


Mr. Girvan. Mr. Chairman and members of the committee, my 
name is James J. Girvan, and I should like to point out to you, or 
refer to the opening remarks of the chairman, when he stated that 
Mr. Stone was the newly elected president of the Credit Union Na- 
tional Association. What he failed to state or perhaps didn’t know 
is that I am the loyal opposition to Mr. Stone. Because I was not 
elected. 

Mr. Parman. That is evidence of fine cooperation among credit 
union members. 

Mr. Girvan. Our presence here, of course, indicates our unity in 
the proposals presently before us. Mr. Stone and I may disagree 
on some matters. We most assuredly agree fully on these recom- 
mendations, 

Mr. Parman. A fine recommendation for the dedicated type of 
service that you are all engaged in. 

Mr. Stone. Thank you. 

Mr. Girvan. I should also like to point out—I know Mr. Stone 
hasn’t done it and probably won’t do it. By profession he is an at- 
torney, his office is closed today while he is here, and of course that 
indicates again the dedication of this man, my opponent, to the credit 
union movement. And I think it is remarkable that he should do 
something like this and make such a contribution. It is outstanding. 

Mr. Parman. We think so, too, sir. 

Mr. Girvan. Personally, 1 am an employee of the Railway Express 
Agency. I have been on leave of absence from that company for ap- 
proximately 12 years to manage the Railway Express Credit Union, 

In the Philadelphia area I am considered somewhat of a trouble- 
shooter, and as I will state further, I am treasurer of another credit 
union at the present time, merely because of the fact that I do these 
jobs and have been doing them for some 20 years around town. There 
is no compensation with this, or the fact that for 12 years I have been 
the president and director, educational director of the Philadelphia 
chapter of credit unions. 

In that period of time I have organized approximately 65 of these 
associations in the Philadelphia area. We are not compensated for 
that. It isa pleasure to do it, and I know that if compensation were 
available, I am pretty sure our conscience would annoy us and we 
wouldn’t take it. 

Tam a director of the Credit Union National Association from Penn- 
sylvania, and treasurer of two Federal credit unions in Philadelphia. 
One of these credit unions serves members of the Catholic Knights of 
Columbus; the other serves employees of the Railway Express Agency. 

I also am president of the Pennsylvania Credit Union League (also 
an unsalaried position). As such, I represent approximately 600,000 
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persons who hold membership in Pennsylvania’s 1,100 credit unions. 
More than 1,000 of these credit unions, numbering more than 500,000 
members, are federally chartered. On their behalf I urge your sup- 
port of the proposed recodification of the Federal Credit Union Act, 
or the bills containing specific amendments to the act, all of which 
include almost identical desirable changes. 

Our Federal credit unions have enjoyed the happy privilege of serv- 
ing their members with thrift service and low-cost credit for provident 
and oo purposes since 1934, when the act was originally ap- 
proved. 

The experiences of credit unions and the changes which have oc- 
curred in our economy since that time have given to the leaders of the 
individual credit unions, the State credit union league and our na- 
tional association many opportunities to study needed and desirable 
changes in the existing law. 

These studies were essential in order that the almost 10,000 Federal 
credit unions now operating could serve the thrift and credit needs of 
their membership most effectively under constantly changing condi- 
tions. 

I would like to use this privilege of appearing before you to bring 
to your attention particularly the desirability and necessity of the pro- 
posed change to provide for Federal central credit unions. 

Such Federal central credit unions would include within their mem- 
bership both Federal credit unions and credit unions organized under 
the law of any State, the District of Columbia, the several Territories 
and possessions, the Canal Zone, the Commonwealth of Puerto Rico, 
and members of credit unions who are directors and committeemen of 
credit unions within a well-defined geographical area. 

At the present time there are in operation Federal credit unions 
whose membership is restricted to directors and credit and supervisory 
committee members of both Federal and State credit unions and are 
commonly known as officer credit unions. These credit unions are re- 
stricted to operational areas within a State or a portion of a State. 

Their share capital can be obtained only from these eligible direc- 
tors and committee members, who are restricted as to loans in their 
own credit unions where they hold office to an amount equal to their 
own shares. 

Although these officer credit unions endeavor to serve the credit 
needs of their membership, the funds available for this purpose are 
limited since the directors and committeemen that make up the mem- 
bership prefer to purchase shares in their own primary credit union. 
Therefore, these officer credit unions have a very limited ability to 
serve their credit function. An additional source of funds is essential 
in order to remove a currently existing serious obstacle to the recruit- 
ment of the best qualified individuals to serve as credit union officials, 
due to loan restrictions on their own credit unions. This need can best 
be answered by the proposed Federal central credit unions. 

The Federal central credit union can also serve as a very effective 
medium for satisfying the credit needs of the individual credit unions. 
Federal credit unions have the privilege in the present law of borrow- 
ing up to 50 percent of their unimpaired capital and surplus. This 
provision is designed to enable them to borrow to meet the loan demand 
of their own members when the accumulation of shares is less than 
their credit needs. In some credit unions this is a constantly recur- 
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ring situation. However, in attempting to borrow for this purpose, 
many credit unions experience a serious problem due to the reluctance 
of other financial institutions to make loans to credit unions and the 
difficulty, delay, and restrictions applicable to such loans when made 
by such institutions. 

As a result, credit unions desiring to use their borrowing pov eagee 
must often seek loans from other credit unions. In so doing they fre- 
quently encounter the experience of being forced to make a number of 
Joans in small amounts from several credit unions. 

I should like to point out at this time that in the Philadelphia area 
we have 234 credit unions. When we desire to borrow from any 
one of them, it may be necessary to make 25 to 30 telephone calls before 
we find a credit union with funds available for loans. The enact- 
ment of this change would eliminate that deplorable condition—most 
disturbing, at least, condition. 

This is caused by the fact that credit unions with funds in excess 
of their own member needs find it a desirable and provident business 
procedure to invest their funds in U.S. Government bonds and obliga- 
tions and in other insured savings and loan institutions. In this 
manner they obtain some return on extra funds while retaining a 
reasonable amount of cash on hand to meet their own needs. 

To redeem these investments in order to assist another credit union 
with a loan could result in a reduction in cash value in some instances 
and a loss of dividend or interest earnings in others. Therefore, the 
funds of other credit unions are not readily available for loans to 
other credit unions. 

A large number of these credit unions would be willing to place a 
certain amount of their funds in the proposed Federal central credit 
union as an investment in shares of the central on which they would 
receive a reasonable dividend return. Their participation would be 
motivated by their desire to help other credit unions obtain loans 
through the central when such loans are not readily available else- 
where. 

There are currently in existence State central credit unions within 
some States which operate under State law. The proposed revision 
of the Federal Credit Union Act would permit Federal credit unions 
to avail themselves of the share and loan facilities of such currently 
operating State central credit unions and also provide for establish- 
ment of Federal central credit unions to serve in the same manner in 
areas where State central credit unions are not permissible under 
existing laws. 

The State central credit unions currently functioning have more 
than justified their existence in terms of achievement. There appears 
to be no theoretical or practical justification for not authorizing the 
establishment of Federal central credit unions where needed in order 
that Federal credit unions may also benefit from this mode of op- 
eration. 

To sum up, the function of Federal central credit unions would 
be to accept credit union surplus funds for the purpose of making 
loans to credit unions and to officials of credit unions in need of 
credit. 

The proposed Federal central credit unions would provide for a co- 
operative structure which has.a very much needed and proper posi- 
tion in the true mutual purpose of credit unions. 
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The proposed Federal central credit unions could be established 
only by authorization of the supervising agency and would function 
within a well-defined geographical area. 

The proposed Federal central credit unions would provide a me- 
dium for the mutual use of funds in the interest of the members of 
many credit unions, and eliminate existing handicaps created by 
conditions not within the control of the credit unions. 

Your favorable acceptance of this portion of the proposed legisla- 
tion and all other amendments before you is merited. Your ap- 
proval is earnestly solicited. 

Your courtesy to me, in extending the privilege of presenting these 
views, is sincerely appreciated. 

Mr. Parman. Are there any questions, gentlemen? If not, thank 
you very much. 

Mr. Jounson. Just for the record, there are presently no arrange- 
ments by which a Federal central credit union can be created ? 

Mr. Girvan. That is correct. 

Mr. Jounson. And this would merely make available under the 
Federal law the powers now available in many States under State 
laws? 

Mr. Girvan. Yes, sir. 

Mr. Parman. That isa good way of putting it. 

Mr. Girvan. I might state, too, that I am appearing before you at 
my own expense today. 

Mr. Parman. Thank you kindly. 

Call your next witness. 

Mr. Stone. Thomas J. Corbett, director from New Jersey. 


STATEMENT OF THOMAS J. CORBETT, NATIONAL DIRECTOR OF 
CUNA, FROM NEW JERSEY 


Mr. Corsetr. My name is Thomas J. Corbett. I am a director of 
the Credit Union National Association from New Jersey and I am 
also vice president of the New Jersey Credit Union League. We 
serve more than 500 credit unions, with more than 250,000 members. 
About 440 of these credit unions, with approximately 233,000 mem- 
bers, are federally chartered credit unions. 

And if I may at the outset I will speak about the few qualifications 
I have for being up here and working with credit union people. I 
have been in this work for 10 years, and I have met, as these other 

ntlemen have so ably testified before me, some of the finest people 
in the world, and we can use that very favorably now. At our last 
national convention we met people from as far away as the Fiji Is- 
lands. I met for the first time a gentleman from the Fiji Islands, a 
man who spoke perfect English and conducted himself very, very well 
at our national meeting. I have also met Hawaiians, people from 
Puerto Rico, British Honduras and various other faraway places. 
Of course, we have faraway places in our own country. If you are 
from the State of Washington and somebody else is from Florida you 
are a long way off. Yet the bond of credit union manages to bring 
all these fine people together and we do have an exchange of ideas 
and if it wasn’t for the opportunity credit union has afforded me in 
getting around and meeting these people I would never know there 
were so many fine people in this country of ours. 
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The bills before you include all of the major substantive changes 
requested by CUNA. If we are to keep abreast of the economic con- 
ditions of our present-day world, it is imperative that we be realistic 
and bring the act up to date and in keeping with current standards. 
I would therefore like to register firm support of these bills and 
solicit your favorable action on them. 

I would like to call your attention particularly to the proposed 
amendment to increase the loan maturity limit from 3 to 5 years. This 
would allow Federal credit unions necessary flexibility in meeting the 
demands of their members for various types of loans. 

In 1934 a 2-year maturity limit was considered to be sufficiently long 
for a person borrowing money for personal reasons. In 1949, because 


of changing conditions, Congress saw fit to increase this limit to 3 


years. Today, however, because of the reduced value of our dollar, it 
takes more of them to do anything worthwhile. As a result, the 
amount of the average loan needed has increased appreciably. 

For example, in 1934 I bought a brandnew Ford four-door sedan 
with a radio and heater for $744. Today that is just about the down 
payment on a new Ford, if you were to put one-third down and carry 
the balance as a car loan with a financial institution. An increase in 
the maturity limit to 5 years would merely bring the Federal Credit 
Union Act into accord with current loan requirements. 

I did not mention in the beginning that I am captain of a fire de- 
partment in Jersey City—and I had better—or my following remarks 
would have you mixed up. 

Many of our firemen own homes having mortgages, and from time 
to time they consult with me for a home improvement loan. <A fireman 
has a civil service job and is generally considered a good credit risk. 
However, due to his limited income, he must think twice before com- 
mitting himself to a home improvement loan, because he will be tying 
up too many of his hard-earned dollars in repaying the loan within 
3 years. 

To illustrate, if one of our firemen borrowed $1,000 today at 1 lat 
cent per month on the unpaid balance for 3 years, his repayment sched- 
ule would be $33.21 per month for the 3-year period. If the law were 
changed to provide for a 5-year maturity, the same fireman could bor- 
row the $1,000 for $22.24 per month, which would leave an additional 
$10.97 per month for application toward other necessary living ex- 
penses. Tocarry this a step further, instead of borrowing $1,000 for 3 
years at $33.21, which may be inadequate for certain purposes in to- 
day’s economy, the fireman could borrow $1,500 for 5 years and pay 
$33.36 per month, a 15-cent monthly increase, which would give the 
fireman an additional $500 for necessary home improvements. This 
would allow the fireman to effect essential repairs and modernization 
of the home in which his family lives without unduly straining his 
limited income. 

And if I may just digress for a moment I would like to say that I am 
vitally interested in furthering people’s education, and I have made a 
nuisance of myself back home in trying to find out where I could hel 
these firemen who are of limited income, get their young men aa 
women scholarships for colleges. Because of the fact that a fellow 

ets about $5,600 a year in today’s economy, he can’t very well take 
1,500 out of it to set aside for college requirements. As a result, they 
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come to me and they are more or less heartbroken when they find we 
can only allow them 3 years to pay back the $1,500. 

I have made very many inquiries and I found out that there are 
excellent scholarship funds available. For instance, one of the best, 
T think, is Navy ROTC program, and I am very happy to say that 
because I was curious I have one boy who did pass that, and was 
awarded a scholarship to the University of Detroit, which is one of 
the qualifying colleges under that particular program. 

We also have another scholarship fund in the State of New Jersey, 
called the Andy Greer Foundation, and because I was curious again 
Tam very happy to say that we have one person going through Stevens 
Institute, a very fine engineering institute in Hoboken, and we have 
another young man studying for his masters degree at the University 
of California. I think very strongly that if we could get this 5-year 
maturity limit we could very ably help our people to send their chil- 
dren to college in far better fashion than they are able to do at the 
present time. 

I would like to close by urging you gentlemen to act favorably upon 
the amendment to increase the loan maturity limit from 3 to 5 years 
and upon the entire revision of the Federal Credit Union Act before 

ou. 

Thank you for your courtesy in allowing me to present this statement 
to you. 

Mr. Parman. Thank you very kindly, sir. 

You may call your next witness, Mr. Stone. 

Mr. Stone. Harry M. Woodman, director from Michigan. 

Mr. Parman. All right, Mr. Woodman, we are very glad to have 
you. You may identify yourself and proceed. 

Mr. Woopman. Just for the matter of the record, sir, there is a 
change in the middle initial. It is Harry J. Woodman. 

Mr. Parman. Thank you, sir. Before you get through I wish you 
would tell the committee what the credit unions are doing in Mich- 
igan toward making funds available to State employees who are not 
being paid. 

Mr. WoopmaN., I will be very happy to, sir. 


STATEMENT OF HARRY J. WOODMAN, NATIONAL DIRECTOR OF 
CUNA, FROM MICHIGAN 


Mr. Woopman. I am a director of the Credit Union National Asso- 
ciation from Michigan and also one of the paid officers of the credit 
union movement and treasurer-manager of the GMTC Employees 
Federal Credit Union. We serve the employees of GMC Truck and 
Coach Division, General Motors Corp. 

T have also been a member of the board of the Michigan Credit Union 
League, the State association serving 1,100 credit unions in Michigan 
with approximately 850,000 members. Approximately 450 of these 
credit unions, with about 400,000 members, are federally chartered. 

All of the changes in the bills before you have my wholehearted 
support and endorsement, and I would like to urge your favorable 
action upon them. 

We in Michigan, while interested in the passage of all of the changes 
proposed, are especially interested in those provisions which would 
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authorize establishment of Federal central credit unions. As you 
may know, the last few years in Michigan have seen industrial up- 
heavals and the dislocation of many plants and workers. Startin 
with the Kaiser-Fraser plant as early as 1953, through the closing o 
the Hudson Motor Car plants, the Packard Corp. and at least 40 
others, Michigan credit unions have had to face the need for liquidity 
at a time when the common bond of membership of the credit union 
was being dissolved. 

Normally in Michigan, whenever credit unions have surplus funds 
available for investment or need funds to meet immediate loan de- 
mands, they will contact the Michigan Credit Union League. League 

rsonnel will bring these credit unions together, arranging for the 
interchange of proper resolutions, loan papers, baer statements 
and audit reports. However, Michigan is a big State and when funds 
are interchanged this way, this process is not as efficient as it might be. 

When done on short notice—under great pressure—the strain is 
considerable. In the Kaiser-Fraser case there was only approxi- 
mately 3 weeks between the announcement of the plant closing and 
the actual closing. This required rapid improvisation. We could 
have done a much better job with appropriate machinery and trained 
personnel ready and able to meet these needs, which were not small. 
There were two credit unions in the Hudson Motor Car Co., each of 
which had assets exceeding $1 million. 

The strengthening of individual Federal credit unions in times of 
stress as described above, and in their normal everyday operations 
helps to stabilize the entire credit union movement, both State and 
Federal. As in other financial institutions, the principal danger to 
stability arises when there is a lack of liquidity or inability to meet 
members’ demands for cash. The ability of the credit union to meet 
any circumstance would be greatly strengthened by well-functioning 
Federal central credit unions. 

Credit unions are an important factor in providing consumer credit 
in our economy. Estimates of the future funds needed to meet con- 
sumer credit demands made it clear that at the present rate of member 
savings, Federal credit unions will find it impossible to provide all 
the credit requested of them without more efficient allocation of their 
resources. e can do a better job for our members and be of more 
value to the entire economy if we are permitted to provide funds most 
efficiently at the point of need. This can be facilitated through Fed- 
eral central credit unions, which would act as a source of additional 
funds and an investment medium for the credit union structure within 
a particular geographical area. 

Therefore, Mr. Chaiyman, we support the provisions in the bills 
which provide for Federal central credit unions for the two major 
reasons discussed below : 

1. To help us meet difficult situations created by conditions be- 
yond the control of the Federal credit unions; and 

2. To help Federal credit unions provide better consumer credit 
in the period of growth to come. 

Mr. Parman. Thank you, sir. 

Now, if you will, tell us about the situation in Michigan concerning 
these State employees who are not being paid and how the credit 
unions are aiding these people. 
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Mr. Woopman. Since this report was prepared and submitted to 
this committee we have had a very dramatic situation arise in Michi- 
gan that I think most of you are familiar with through the medium of 
the newspapers. 

We have a serious situation in our treasury in the State of Michigan. 
May 7 was the normal semimonthly pay day of the State employees 
of the State of Michigan. These employees were not paid. The 
funds were not available. 

We have quite a few State employee credit unions within the State 
of Michigan. So far, the volunteers in the credit union movement 
have come forward, gone to their credit unions, and made at least 
a million dollars available, from other credit unions, for loan to the 
State employee credit unions, at no interest, and they in turn are loan- 
ing the funds to the State employees to help them through their pay- 
less paydays, with no cost to the individual employees of the State. 

I think this is a tremendous thing, and I think you can realize how 
much better we could do it if we had a Federal central credit union 
to handle this situation. 

Mr. Parman. Thank you very much, sir. 

Mr. Woopman. Thank you, Mr. Chairman. 

‘ Mr. Patrman. Mr. Stone, I believe you said the next witness was not 
ere. 

Mr. Stone. That is right. 

Mr. Patman. Would you like to file his statement ? 

Mr. Strong. That is right. 

Mr. Patman. You may doso. 

Mr. Stone. Thank you. 

It is the statement of Mr. Perne R. Hutchinson, director of Credit 
Union National Association, Inc., from New Hampshire. 

He is also a director of the New Hampshire State Employees Fed- 
eral Credit Union and managing director of the New Hampshire: 
Credit Union League, which serves approximately 50 credit unions 
with about 25,000 members. 

Ten of these credit unions, with about 18,000 members, are federally char- 
tered. 

The bills before you incorporate the changes needed by Federal credit unions 
if they are to continue to provide thrift and credit service to their members 
second to none, and I earnestly solicit favorable action upon them by this Com- 
mittee. 

There is particular interest on the part of my own credit union, and a number 
of others within the State, in the proposal to increase the loan maturity limit 
from 3 to 5 years. This would allow our credit unions to serve the credit needs 
of their membership more effectively and in accordance with present-day con- 
sumer spending and repayment habits. 

I urge approval of this and all other amendments in the credit union bills. 

Now, Mr. Chairman, may I take this opportunity of expressing my 
personal appreciation and the sentiments of the entire credit union 
movement for the courteous treatment you have accorded us, and the 
generous amount of time that you have allotted to us. 

I hope that the Chair will give us the opportunity, should it become 
necessary, to submit further evidence, or recall some of these witnesses 
later during the course of the week. 

Mr. Parman. Thank you, sir. 

Now, you will be available here, along with Mr. Austin, while the: 
hearings are going on ? 
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Mr. Stone. Yes, sir, Mr. Chairman. 

Mr. Parman. You have presented the testimony you would like to 
present ? 

Mr. Stone. Yes, sir. 

Mr. Patman. We will have additional testimony tomorrow and the 
next day, and if something comes up that we want you gentlemen to 
be heard on, we will take the liberty of asking for you. If you know 
of something that you would like to be heard on that comes up, feel 
perfectly free to confer with me or any member of the committee. 

Our committee is composed, in addition to myself, of Mr. Reuss of 
Wisconsin, Mr. Vanik of Ohio, Mr. Burke of Massachusetts, Mr. 
Miller of California, Mr. Johnson of Colorado, Mr. Bass of New 
Hampshire, Mr. Siler of Kentucky, and Mr. Milliken of Pennsylvania. 

So we will expect to call on you gentlemen, if something comes up 
that we feel you should answer. 

As I said, I shall be very glad, if any one of you who knows the 
credit union situation, knows of anything that should be brought to 
the attention of the committee, you can do it by conferring with me 
or any member of the subcommittee. 

Thank you kindly. 

That will be all at this time. 

Now, you have some other papers here that I imagine you would 
like to present. One of them is the Federal Credit Union Act, Sum- 
mary of Changes Proposed, which are numbered. I assume you 
would like to put that in the record, would you not ? 

Mr. Stone. Yes, sir, I would, Mr. Chairman. 

Mr. Parman. That may be inserted. 

(The data referred to above is as follows :) 


FEDERAL CREDIT UNION ACT—SUMMARY OF CHANGES PROPOSED IN VARIOUS BILLS 
INTRODUCED IN U.S. CoNneREss IN 1959 


(All of these changes are supported by the Credit Union National Association) 


1. Provides for the chartering of Federal central credit unions with a field of 
membership of Federal and State chartered credit unions, and directors and 
committee members of such credit unions within a well-defined geographical area. 

2. Increase loan maturity limit from 3 to 5 years. 

3. Increase signature loan limit from $400 to $1,000. 

4. Permit appointment by the credit committee of one or more loan officers 
to approve loans up to the unsecured limit, or in excess of such limit if the 
excess is fully secured by unpledged shares. 

5. Permit loans to directors and committee members up to the amount of their 
shareholdings in the credit union plus the total unencumbered and unpledged 
shareholdings in the credit union of any member pledged as security for the 
obligation of such director or committee member. 

6. Permit investment by Federal credit unions in the shares of central credit 
unions. 

7. Permit the charging of a reasonable fee for the cashing or selling of checks. 

8. Provide for appointment of the supervisory committee by the president, 
one of whom may be a director other than the treasurer; such appointment 
subject to ratification by the board. 

9. Provide for one or more vice presidents. 

10. Change position called clerk to that of secretary. 

11. Prohibit compensation to any director, committee member, or officer other 
than the treasurer for services rendered as such. 

12. Permit appointment by the board of a membership chairman to act upon 
applications for membership within limitations prescribed by the board. 

13. Authorize board to compensate necessary clerical and auditing assistance 
(requested by the supervisory committee) and loan officers (appointed by the 
credit committee). 
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14. Provide for declaration of dividends by the board of directors. 

15. Permit annual or semiannual dividends as the bylaws of each credit union 
may provide. 

16. Provide for review of an expulsion of a credit union member (if requested 
by such member) by the Director of the Bureau of Federal Credit Unions.* 

17. Permit dividend credit for a month on shares which are or become fully 
paid up during the first 5 days of that month. 

18. Permit allocation of space in Federal buildings to credit unions having a 
membership composed at least 95 percent of persons who are either presently 
Federal employees or are retired employees and members of their families. 

19. Expand act to apply to the several States, the District of Columbia, the 
several Territories, and the several possessions of the United States, the Panama 
Canal Zone, and the Commonwealth of Puerto Rico. 

20. Include provision for conversion from Federal to State charter and 
viee- versa. 

21. Include Bureau of Federal Credit Unions under provisions of Administra- 
tive Procedure Act. 

22. Make robbery of a Federal credit union a crime under Federal statute. 

23. Modify various sections of the act for the purposes of modernization and 
clarification, without making substantive changes.’ 


Mr. Parman. Also the following papers containing a section-by- 
section analysis of the amendments. I believed you covered that in 
your testimony with the memorandum attached. 

Mr. Strong. Yes, sir. I think I did, but we would like to have this 
included in the record. 

Mr. Patman. It may be included. 

The following pages contain a section-by-section analysis of changes 
too. I think that i is pretty well covered. I don’t think it will be 
necessary. However, we will look it over and see if it is necessary 
to put it in. 

(T The papers referred to follow :) 


The following pages contain a section-by-section statement of the amendments 
to the existing Federal Credit Union Act (and the Federal Criminal Code), as 
proposed by H.R. 5777 and identical bills. 

(Section numbers indicated in the margin are sections of H.R. 5777.) 

Changes in existing law made by H.R. 5777 are shown as follows: Existing 
law proposed to be omitted is enclosed in black brackets, new matter is itali- 
cized, existing law in which no change is proposed is shown in regular type. 


“DEFINITIONS 
(12 U.S.C., see. 1752; F.C.U. Act, sec. 2) 
Sec. (1) (a). “[A Federal credit union is defined as a cooperative associa- 


tion organized in accordance with the provisions of this chapter 
for the purpose of promoting thrift among its members and creat- 
ing a source of credit for provident or productive purposes. 
When used in this chapter the term ‘Bureau’ means Bureau of 
Federal Credit Unions, and the term ‘Director’ means the Direc- 
tor thereof.] 

“Sec. 2. As used in this Act— 

“(1) The term ‘Federal credit union’ means a cooperative as- 
sociation organized in accordance with the provisions of this Act 
for the purpose of promoting thrift among its members and creat- 
ing a source of credit for provident or productive purposes, and 
includes a cooperative association (hereinafter called a ‘Federal 
central credit union’) whose members are Federal credit unions 
and credit unions organized in accordance with the provisions of 
law of any State, the District of Columbia, the several Terri- 
tories and the several possessions of the United States, the 
Panama Canal Zone, or the Commonwealth of Puerto Rico, and 


1 Not included in H.R. 5777 and identical bills. 
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located within a well-defined geographical area, and whose mem- 
bers may also be directors and members of the supervisory and 
credit committees of such credit wnions ; 

“(2) the term ‘Bureaw means the Bureau of Federal Credit 
Unions ; 

“(3) the term ‘Director’ means the Director of the Bureau of 
Federal Credit Unions.” 

Statement of purpose.—To further define a credit union to include Federal 
central credit unions with membership composed of Federal credit unions, 
State credit unions, and directors and committee members of credit unions; and 
to make section consistent with other amendments. 


“FEDERAL CREDIT UNION ORGANIZATION 
(12 U.S.C., sec. 1753 ; F.C.U. Act, see. 3) 


See. (1) (b). “Any seven or more [natural] persons who desire to form a 
Federal credit union shall subscribe before some officer com- 
petent to administer oaths an organization certificate in duplicate 
which shall specifically state—* * *.” 

Statement of purpose—To eliminate the restriction upon subscribers to 

“natural” persons. 

“POWERS 


(12 U.S.C., see. 1757(5) ; F.C.U. Act, see. 7(5) ) 


Sec. 2. “(5) To make loans with [maturities not exceeding three 
years] maturities not exceeding five years to its members for 
provident or productive purposes upon such terms and conditions 

See. 8(b). as this chapter and the bylaws provide and [as the credit com- 
mittee may approve] as the credit committee or a loan officer may 
approve, at rates of interest not exceeding 1 per centum per month 
on unpaid balances, inclusive of all charges incident to making 

See. 3(a). the loan: Provided, that no loans to a director [office] or mem- 
ber of [a] the supervisory or credit committee shall exceed the 
amount of his holdings in the Federal credit union as represented 
by shares thereof plus the total unencumbered and unpledged 
shareholdings in the Federal credit union of any member pledged 
as security for the obligation of such director or committee mem- 

Sec. 3(b). ber. No director [officer, or committee member] or member of 


the supervisory or credit committee shall endorse for borrowers 
* * 


Statement of purpose.— 


Section 2: To increase loan maturity limit from 3 to 5 years. 

Section 8(b): To permit appointment by the credit committee of one or more 
loan officers to approve loans up to the unsecured limit, or in excess of such 
limit if the excess is fully secured by unpledged shares. 

Section 3(a): To permit loans to directors and committee members up to the 
amount of their shareholdings in the credit union plus the total unencumbered 
and umpledged shareholdings in the credit union of any member pledged as 
security for the obligation of such director or committee member. 

Section 3(b) : To make the language more specific by minor changes in word- 
ing. 

“POWERS 


(12 U.S.C., see. 1757(7) ; F.C.U. Act, sec. 7(7) ) 


“(7) To invest its funds (a) in loans exclusively to members; 
(b) in obligations of the United States of America, or securities 
fully guaranteed as to principal and interest thereby; (c), in ac- 
cordance with rules and regulations prescribed by the Director, 
in loans to other credit unions in the total amount not exceeding 
25 per centum of its paid-in and unimpaired capital and surplus; 
(d) [or] in shares or accounts of Federal savings and loan as- 
sociations, and in shares or accounts of any other institution, 
the accounts of which are insured by the Federal Savings and 

See. (1) (ec). Loan Insurance Corporation [.J; or (e) in shares of Federal 
central credit unions and in shares or accounts of other central 
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credit unions. Payments to, and withdrawals from, such central 
credit unions by a Federal credit union must be specifically au- 
thorized by the board of directors of such Federal credit union.” 
Statement of purpose.—To permit investment by Federal credit unions in the 
shares of central credit unions. 
“POWERS 


(12 U.S.C., sec. 1757 ; F.C.U. Act, secs. 7 (12) and (13) ) 
Sec. 4. “[(12)] (13) * * * 

“(12) To charge members and individuals eligible to become 
members a reasonable fee for cashing or selling checks, not to ex- 
ceed the direct and indirect costs incident to providing such 
service.” 

Statement of purpose.—To permit the charging of a reasonable fee for the 
cashing or selling of checks. 
“MEMBERSHIP 


(12 U.S.C., sec. 1759; F.C.U. Act, sec. 9) 


Sec. (1) (d). “Federal credit union membership shall consist of the incorpora- 
tors and such other persons and incorporated and unincorporated 
organizations, to the extent permitted by rules and regulations 
prescribed by the Director, as may be elected to membership and 
as shall, each, subscribe to at least one share of its stock and 
pay the initial installment thereon and the entrance fee; except 
that, other than as provided in section 2(1) with respect to 
Federal central credit unions, Federal credit union membership 
shall be limited to groups having a common bond of occupation, 
or association, or to groups within a well-defined neighborhood, 
community, or rural district. A Federal credit union may, by 
authorization of its board of directors, become a subscriber to, 
or organizer or member of, a Federal central credit union or 
other central credit union. * * *” 

. Statement of purpose.—To define field of membership for Federal central credit 

unions; to make Federal credit unions eligible to subscribe to the charter for a 

central credit union. 

“MEMBERS MEETINGS 


(12 U,S.C., sec. 1760 ; F.C.U. Act, sec. 10) 


Sec. (1) (e). “The fiscal year of all Federal credit unions shall end Decem- 
ber 31. The annual meeting of each Federal credit union shall be 
held at such time during the month of the following January and 
at such place as its bylaws shall prescribe. Special meetings may 
be held in the manner indicated in the bylaws. No member shall 
be entitled to vote by proxy but a member other than a natural 
person may vote through an agent designated for the purpose. 
Irrespective of the number of shares held by him, no member 
shall have more than one vote. Federal credit unions having 
membership in a central credit union may be represented at an- 
nual or special meetings of the central credit union by one mem- 
ber duly authorized by the board of directors of the member 
Federal credit union. To the extent permitted by the articles 
or certificate of incorporation or bylaws of the central credit 
union, such representative shall have one vote and shall be eligible 
for office in the central credit union the same as though he were 
a member as an individual of such credit union.” 

Statement of purpose.—To provide for representation by Federal credit unions 
in membership meetings of central credit unions in which they are members and 
to allow representatives of such Federal credit unions to be eligible for office in 
such central credit unions. 


“MANAGEMENT 
(12 U.S.C., see. 1761(a) ; F.C.U. Act, sec. 11(a) ) 
See. 5(a). “(a) [Generally] The business affairs of a Federal credit 
union shall be managed by a board of not less than five directors, 
and a credit committee of not less than three members, [and a 
supervisory committee of three members (a majority of whom 
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shall not be directors) all to be elected by the members (and 
from their number) at their annual meeting, and to hold office 
for such terms, respectively, as the bylaws may provide.] all to 
be elected at the annual members’ meeting by and from the mem- 
bers (which, in the case of Federal central credit unions, shall 
be deemed to include the duly authorized representatives of the 
member credit unions), and by a supervisory committee of three 
members, one of whom may be a director other than the treasurer, 
to be appointed by the president from the membership promptly 
following the annual meeting, subject to ratification by the board 
at its next meeting. If the board fails to ratify the appointment 
of any member of the supervisory committee, the term of such 
member shall thereupon cease, and the president shall immedi- 
ately appoint a replacement, subject to ratification by the board 
at its next succeeding meeting. Any vacancy occurring in the 
supervisory committee shall be filled in the same manner as 
original appointments to such committee. All members of the 
board and of such committees shall hold office for such terms, 
respectively, as the bylaws may provide. <A record of the names 
and addresses of the members of the board and such committees 
and officers shall be filed with the Bureau within ten days after 
their election or appointment. No member of the board or of either 
such committee shall, as such, be compensated.” 


Statement of purpose.—To provide for appointment of the supervisory com- 
“mittee by the president, one of whom may be a director other than the treasurer ; 
such appointment subject to ratification by the board. 


Sec. 6. 


“7. ANAGEMENT—OFFICERS 
(12 U.S.C., sec. 1761(b) ; F.C.U. Act, sec. 11(b) ) 


“(b) Orricers.—[At their first meeting after the annual meet- 
ing of the members, the directors shall elect from their number a 
president, a vice president, a clerk, and a treasurer, who shall 
be the executive officers of the corporation and may be com- 
pensated for their services to such extent as the bylaws may 
provide. The offices of clerk and treasurer may be held by the 
same person.] Ai their first meeting after the annual meeting 
of the members, the directors shall elect from their number a 
president, one or more vice presidents, a secretary, and a treas- 
urer, who shall be the executive officers of the corporation. No 
executive officer, except the treasurer, shall be compensated as 
such. The offices of secretary and treasurer may be heid by the 
same person. * * *” 


Statement of purpose.—To provide for one or more vice presidents ; to change 
‘the position called “clerk” to that of “secretary”; and to prohibit compensation 
to any director, committee member, or officer, other than the treasurer, for 
services rendered as such. 


See. 7(a). 


“MAN AGEMENT—DIRECTORS 
(12 U.S.C., sec. 1761(c) ; F.C.U. Act, sec. 11(c) ) 


“(c) Drrectors.—The board of directors shall meet at least 
once a month and shall have the general direction and control 
of the affairs of the corporation. Minutes of all such meetings 
shall be kept. Among other things [they shall act upon applica- 
tions for membership] they shall act upon applications for mem- 
bership directly or shall appoint from among the members of the 
credit union (other than the treasurer or an assistant treasurer) 
a membership chairman who shall be authorized to act upon, such 
applications for membership as the board may prescribe and who 
shall submit to the board at each monthly meeting a list of appli- 
cations for membership received since the previous monthly meet- 
ing, together with such other information as may be required by 
the bylaws or the board; require any officer or employee having 
custody of or handling funds to give bond with good and sufficient 
surety in an amount and character to be determined, from time to 
time, by the board of directors in compliance with regulations pre- 
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scribed, from time to time, by the Director, and authorize the pay- 


Sec. 10(b). ment of the premium or premiums therefor from the funds of the 
Federal credit union ; [recommend the declaration of dividends ;] 
Sec. 7(b). fill vacancies in the board and in the credit committee * * * [and, 


subject] subject to such regulations as may be issued by the Di- 
rector, authorize an interest refund to members of record at the 

Sec. 7(b). close of business on December 31 in proportion to the interest 
paid by them during the year; and provide for compensation of 
necessary clerical and auditing assistance requested by the su- 
pervisory committee, and of loan officers appointed by the credit 
committee.” 

. Statement of purposes. — 

Section 7(a): To permit appointment by the board of a membership chair- 
man to act upon applications for membership within limitations prescribed by the 
board. 

Section 10(b) : To make section consistent with other amendments. 

Section 7(b): To authorize board to compensate necessary clerical and au- 
diting assistance (requested by the supervisory committee) and loan officers 
(appointed by the credit committee). 


“MANAGEMENT—CREDIT COM MITTEE 
(12 U.S.C., see. 1761(d) ; F.C.U. Act, see. 11(d) ) 


“(d) CREDIT COMMITTEE.—The credit committee shall hold such 
meetings as the business of the Federal credit union may require 
and not less frequently than once a month (of which meetings due 

Sec. 8(a). notice shall be given to members of the committee) to consider 
applications for loans. [No loan shall be made unless approved 
by a majority of the entire committee and by all the members of 
the committee who are present at the meeting at which the appli- 
cation is considered.] No loan shall be made unless approved by 
a majority of the entire committee and by all members of the com- 
mittee who are present at the meeting at which the application 
is considered: Provided, That the credit committee may appoint 
one or more loan officers, and delegate to him or them powers to 
approve loans up to the unsecured limit or in excess of such limit 
if such excess is fully secured by unpledged shares. Each loan 
officer shall furnish to the credit committee a record of each loan 
approved or not approved by him within seven days of the date of 
the filing of the application therefor. All loans not approved by a 
loan officer shall be acted upon by the credit committee. No loan 
officer, including the treasurer or any assistant treasurer, shall 
have authority to disburse funds of the Federal credit union for 
any loan which has been approved by him. Not more than one 
member of the credit committee may be appointed as a loan offi- 
cer. Applications for loans shall be made on forms prepared by 
such committee, which shall set forth the purpose for which the 

See. (1) (f). loan is desired, the security, if any, and such other data as may 
be required. No loan shall be made to any member, except in the 
case of a loan by a Federal central credit union to a member credit 
union, which shall cause such member to become indebted to the 
Federal credit union in the aggregate, upon loans made to such 
member, in excess of $200 or 10 per centum of the Federal credit 
union’s paid-in unimpaired capital and surplus, whichever is 

Sec. 9. eater, or in excess of [$400] $1,000 unless such excess over 

$400] $1,000 is adequately secured. For the purposes of this 
subdivision an assignment of shares or the endorsement of a note 
shall be deemed security.” 

Statement of purpose.— 

Section 8(a): To provide authority for the credit committee to delegate to a 
loan officer power to approve loans up to the unsecured limit, or in excess of such 
limit if fully secured by unpledged shares. 

Section (1) (f) : To make section consistent with other amendments in wording. 

Section 9: To increase the signature loan limit from $400 to $1,000. 
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““MANAGEMENT—SUPERVISORY COM MITTEE 
(12 U.S.C., sec. 1761 (e) ; F.C.U. Act, see. 11(e) ) 


““(e) SUPERVISORY COMMITTEE; DEFINITION.—The supervisory 
committee shall make, at least quarterly, an examination of the 
affairs of the Federal credit union, including an audit of its 
books; shall make an annual audit and a report to be submitted 
at the annual meeting of the corporation; and, by a unanimous 
vote, may suspend any officer of the corporation, or any member 
of the credit committee or of the board of directors until the next 
members’ meeting, which said meeting, however, shall be held 
within 7 days of said suspension and at which meeting said sus- 
pension shall be acted upon by the members; and, by a majority 
vote, may call a special meeting of the shareholders to consider 
any violation of this chapter, the charter, or of the bylaws, or 
any practice of the corporation deemed by the committee to be 

See, 5(b). unsafe or unauthorized. [The said committee shall fill vacan- 
cies in its own membership until successors to be elected at the 
next annual meeting have qualified.] Any and all members of 
the supervisory committee may be suspended by the president 
subject to the approval of the board of directors, or by the board 
of directors subject to the approval of the members. In the 
latter case, a members’ meeting to act upon such suspension shall 
be held within seven days thereof. The board of directors or 
the members, as the case may be, shall decide whether the sus- 
pended committee member shall be removed from or restored to 
the supervisory committee. * * *” 

Statement of purpose.—To provide for suspension of any and all members of 
the supervisory committee if warranted. 
“DIVIDENDS 


(12 U.S.C., sec. 1763 ; F.C.U. Act, sec. 13) 


Sec. 10(a). “[At the annual meeting a dividend may be declared from the 
remaining net earnings on recommendation of the board of direc- 
tors, which dividend shall be paid on all paid-up shares outstand- 
ing at the end of the preceding fiscal year.] Annually, or semi- 
annually, as the bylaws may provide and after provision for the 
required reserves, the board of directors may declare a dividend 
to be paid from the remaining net earings. Such dividend shall 
be paid on all paid-up shares outstanding at the end of the period 
for which the dividend is declared. Shares which become fully 
paid up during such [year] dividend period and are outstanding 
at the close of the period shall be entitled to a proportional part 
of [said] such dividend [calculated from the first day of the 
month following such payment in full.] Dividend credit for a 
month may be accrued on shares which are or become fully paid 
up during the first five days of that month.” 

Statement of purpose.—To provide for declaration of dividends by the board 
of direetors ;' to provide for an annual or semiannual dividend, depending upon 
which is provided for in the bylaws; and to provide that dividend credit for a 
month may be accrued on shares which are or become fully paid during the first 
five days of that month. 

“CERTAIN POWERS OF DIRECTOR 


(12 U.S.C., sec. 1766; F.C.U. Act, sec. 16) 
“es ek * 

Sec. 11. “(h) In every case of an adjudication by the Director under 
this Act, determination shall be made on the record after giving 
the opportunity for a henring to all persons and credit unions 
who may be directly affected by any order that may be issued as 
a result of such adjudication. The words ‘adjudication’ and 

' ‘order’ as used herein shall have the meanings specified in the 
Anlministrative Procedure Act.” 


40446—59——-4 
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Statement of purpose——To place the Bureau of Federal Credit Unions under 
all provisions of the Administrative Procedure Act. At present it is subject only 
to the rulemaking provisions of the act. 


“ALLOTMENT OF SPACE IN FEDERAL BUILDINGS 
(12 U.S.C., sec. 1771; F.C.U. Act, sec. 21) 


Sec. 12. “Upon application by any credit union organized under State 
law or by any Federal credit union organized in accordance with 
the terms of this chapter, [the membership of which is composed 
exclusively of Federal employees and members of their families] 
at least 95 per centum of the membership of which is composed 
of persons who either are presently Federal employees or are re- 
tired Federal employees and members of their families, which ap- 
plication shall be addressed to the officer or agency of the United 
States charged with the allotment of space in the Federal build- 
ings in the community or district in which said credit union or 
Federal credit union does business, such officer or agency may in 
his or its discretion allot space to such credit union if space is 
available without charge for rent or services.” 


Statement of purpose——To permit allocation of space in Federal buildings to 
credit unions having a membership composed at least 95 percent of persons who 
are either presently Federal employees or are retired employees and members of 
their families. 


(“EXTENSION OF CHAPTER TO PANAMA CANAL ZONE AND VIRGIN 
ISLANDS] 


“TERRITORIAL APPLICABILITY OF ACT 
(12 U.S.C., sec. 1772 ; F.C.U. Act, sec. 22) 


Sec. 13. [The provisions of this chapter shall be extended to and include 
the Panama Canal Zone, and the Virgin Islands.]_ The provisions 
of this Act shall apply to the several States, the District of Co- 
lumbia, the several Territories and possessions of the United 
States, the Panaina Canal Zone, and the Commonwealth of Puerto 
Rico.” 

Statement of purpose.—To expand the act to apply to the several States, the 

District of Columbia, the several Territories and the several possessions of the 

United States, the Panama Canal Zone, and the Commonwealth of Puerto Rico. 


“CONVERSION FROM FEDERAL TO STATE CREDIT UNION AND FROM 
STATE TO FEDERAL CREDIT UNION 


(New section) 


Sec. 14. “Sec. 23. (a) Conversion From Feperat ro Stare Crepir 
Union.—A Federal credit union may be converted into a ‘State 
credit union’ under the lnws of any State, the District of Colum- 
bia, the several Territories and possessions of the United Siutes, 

¢ the Panama Canal Zone, or the Commonwealth of Puerto Rico, 
by complying with the following requirements: 

“(1) The proposition for such conversion shall first be ap- 
proved by a majority of the directors of the Federal credit union. 
The proposition then shall shall be submitted to a meeting of its 
members, the notice of which shall be in writing and shall be deliv- 
ered in person to each member, or shall be mailed to each member 
at the address for such member appearing on the records of the 
credit union, not more than thirty nor less than seven days prior 
to the time of the meeting. Approval of the proposition for con- 
version shall be by the affirmative vote of not less than two-thirds 
of the members present and voting nt the meeting. 

“(2) A copy of the minutes of such meeting, verified by the af- 
fidavits of the president or vice president and the secretary of the 
meeting, shall be filed with the Bureau within ten days after the 
meeting. 
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“(3) Promptly after the adjournment of such meeting of the 
members, and in no event later than ninety days after such meet- 
ing, the credit union shall take such action as may be necessary 
under the applicable State law to make it a State credit union, 
and within ten days after receipt of the State credit union charter 
there shall be filed with the Bureau a copy of the charter thus 
issued. Upon such filing the credit union shall cease to be a Fed- 
eral credit union. 

“(4) Upon ceasing to be a Federal credit union, such credit 
union shall no longer be subject to any of the provisions of this 
Act. The successor State credit union shall be vested with all 
of the assets and shall continue responsible for all of the obliga- 
tions of the Federal credit union to the same extent as though 
the conversion had not taken place. 

(6) Conversion From State To FepgrsL Creoir Union.—A 
‘State credit union’, organized under the laws of any State, the 
District of Columbia, the several Territories and possessions of 
the United States, the Panama Canal Zone, or the Common- 
wealth of Puerto Rico, may be converted into a Federal credit 
union by: (1) Complying with all State requirements requisite 
to enabling it to convert to a Federal credit union or to cease 
being a State credit union; (2) filing with the Bureau proof 
of such compliance, satisfactory to the Director; and (8) filing 
with the Bureau an organization certificate as required by this 
Act. 

“When the Director has been satisfied that all of such re- 
quirements have been complied with, the Director shall approve 
the organization certificate. Upon such approval, the State 
credit union shall become a Federal credit union as of the date 
it ceases to be a State credit union. The Federal credit union 
shall be vested with all of the assets and shall continue responsi- 
ble for all the obligations of the State credit union to the same 
extent as though the conversion had not taken place.” 


Statement of purpose.—To include provision for conversion from Federal to 
State charter, and vice versa. 


(18 U.S.C., sec. 2113(g) ) 


Sec. 15. “(g) As used in this section the term ‘savings and loan associa- 
tion’ means any Federal savings and loans association and any 
‘insured institution’ as defined in section 401 of the National 
Housing Act, as amended [.], and any ‘Federal credit union’ as 
defined in section 2 of the Federal Credit Union Act.” 


Statement of purpose.—Section 2113 of the United States Code is concerned 
with bank robbery and incidental crimes. The added language would include 
a credit unions within the scope of this provision of the Federal Criminal 

oae. 

Mr. Miuirr. Mr. Chairman, may I commend the association for 
the excellence of its presentation and its well-rounded nature? 

Mr. Patman. Certainly, sir. 

I think it is well deserved, and I am sure that Congressman John- 
son feels the same way, and I know that I do. 

We appreciate very much the fine cooperation that you gentlemen 
have given us. I am very much impressed with the dedicated service 
that so many people in the United States are performing today in 
this movement, without any compensation, and even to the point of 
giving up their vacation time and spending their own money. It 
1s a service that in my estimation is next to the church, and that is 
pretty high service, in my book. I want to do everything I can to 
encourage this high service that you render. 

I assume that there are credit unions not only in commercial banks 
but even in mutual banks. Here in Washington, D.C., we have credit 
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unions in the Federal Reserve System, we have credit unions in the 
U.S. Treasury, we have credit unions in the Bureau of Engraving and 
Printing. We have credit unions in all the different Government 
agencies, and even in the House and Senate. We have about 175 
credit unions, I believe, here in this small area of the District of Co- 
lumbia. I feel that they are in the public interest and that they 
should be encouraged in every way possible. Excessive rates of in- 
terest are burdensome to the economy, and I have never known a 
time we people were burdened with more extortionate interest charges 
than they are today. 

We have some outstanding examples: Last year, the attorney general 
of a Western State brought an injunction suit against a nationally 
known organization, to enjoin them from charging 72 percent interest 
to people who were purchasing automobiles and appliances. That is 
a rate of interest that is absolutely unconscionable, and that is going on 
all over the country. I do not know of any organization that is doing 
more to save the people from such unconscionable charges than the 
credit unions. I think it is in the public interest to encourage these 
credit unions. 

I am glad to see the type of people in the credit union movement 
such as those who are here today. The very nature of its work is such 
that it will only attract people of the highest type. 

Mr. Jounson. I think it might be worth including in the record a 
statement as to what the loss ratio experienced actually is. 

Mr. Parman. I think it is in already. It is less than one-fourth of 
1 percent. I had used the ratio of one-haif of 1 percent. So I am 100 
percent off. I am very glad to make the correction. 

Mr. Srone. Mr. Chairman, may I say that the words of approval 
of the members of this committee will give us encouragement and 
inspiration to continue our efforts. 

Mr. Parman. Thank you, sir. 

You certainly have our congratulations on your election. Best 
wishes for continued success in the movement. 

Mr. Srone. Thank you, sir. 

Mr. Parman. Tomorrow morning we will have Members of Con- 
gress who will appear. 

We will also oe Mr. George Riley, legislative representative of 
the AFL-CIO. 

Wednesday, we will have Mr. Gannon, Director of the Bureau of 
Federal Credit. Unions, Department of Health, Education, and Wel- 
fare. It is my understanding that the American Bankers Association 
will not seek an appearance but will ask to file a statement. 

Without objection, the committee will stand in recess, to reconvene at 
10 o’clock tomorrow morning. 

(Whereupon, at 12:20 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Tuesday, May 12, 1959.) 

















FEDERAL CREDIT UNION ACT 


TUESDAY, MAY 12, 1959 


Howse or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscomMirrex No. 3, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m. in 
room 1301, New House Office Building, Hon. Wright Patman (chair- 
man of the subcommittee), presiding. 

Present: Mr. Patman, Messrs. Burke, Miller, Johnson, and Milliken. 

Mr. Parman. Thecommittee will come to order. 

Before we proceed, I have had some materials prepared: by the 
Legislative Reference Service which provide an outline of the legisla- 
tive history of the Federal Credit Union Act, and I would like to 
have these inserted in the record. Without objection, the clerk will 
insert it in the record at this point. 

(The material referred to follows :) 


FEDERAL CREDIT UNION SYSTEM 
73d Congress, 1st session 


May 11, 1933: Senator Morris Sheppard (Democrat, Texas) introduced 8S. 1639, 
S. 1640, and S. 1641, which were referred to the Committee on Banking and 
Currency of the Senate (p. 3205, Congressional Record). 

Senator Sheppard’s statements on these 3 bills followed (pp. 3206-3207, Con- 
gressional Record, May 11, 1933). 

June 1, 1933: Hearing before a subcommittee of the Committee on Banking and 
Currency of the U.S. Senate on three bills held. 

(Copies of three bills included in hearing.) 

S. 1639: A bill to establish a Federal Credit Union System, to establish a 
further market for securities of the United States and to make more available 
to people of small means credit for provident purposes through a national 
system of cooperative credit, thereby helping to stabilize the credit structure 
of the United States. (See pp. 1-9 of hearing.) 

S. 1640: A bill to amend section 13 of the Federal Reserve Act by author- 
izing Federal Reserve banks to receive deposits from credit unions (p. 9, 
hearing). 

8. 1641: A bill to amend section 4 of the act approved June 25, 1910. 
authorizing the Postal Savings System, and for other purposes (p. 10, hearing), 

Hearing dated June 1, 1933, 32 pages, before Senate Committee on Banking 
and Currency. 

(Statement by Mr. Roy F. Bergengren, of Boston, Mass., representing 
the Credit Union National Extension Bureau, included in hearing.) 


73d Congress, 2d session 


March 27, 1934: S. 1639 was reported by Senator Bankhead (Alabama) from 
oe on Banking and Currency of the Senate (p. 5471, Congressional 

ecord). 

(S. _e No. 555, 738d Cong., from Committee on Banking and Currency.) 

April 25, 1934: S. 1639 was debated in Senate (pp. 7259-7261). 
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May 10, 1934: 8. 1639 passed Senate (p. 8459, Congressional Record). 

May 11, 1934: S. 1639 was referred to the Committee on Banking and Currency 
of the House of Representatives (p. 8659, Congressional Record). 

June 14, 1934: Hearings before House Banking and Currency Committee. 

June 15, 1934: S. 1639 was reported by Representative Steagall (Alabama) 
—_ geen on Banking and Currency of the House (p. 11937, Congressional 

cord). 

(H. Rept. No. 2021.) 

June 16, 1934: S. 1639 was amended and passed House (pp. 12218-12226, 
Congressional Record). 

(Question on bill was taken; and on a division (demanded by Mr. Patman 
(Texas), there were—Ayes 180, noes 2.)) 

June 16, 1934: Senate concurs in amendment of the House on 8S. 1639 (p. 12079, 
Congressional Record). 

June 16, 1934: S. 1639 enrolled and signed by Speaker of House (p. 12256, 
Congressional Record). 

June 18, 1934: Message from House to Senate that the Speaker of House had 
fened 1639—S. 1639 was signed by the Vice President (p. 12338, Congressional 

cord). 

June 18, 1934: Page 12449, Congressional Record: 

“The following enrolled bills and joint resolutions, heretofore duly signed by 
the Presiding Officers of the two Houses, were presented to the President of the 
United States by the Committee on Enrolled Bills.” 

(S. 1639 was one of the bills.) 

June 26, 1934: S. 1639 was signed by the President of the United States 
(President Franklin D. Roosevelt) (p. 12454, Congressional Record). 

(Public Law No. 467, 73d Cong., 2d sess.) 

(This act was known as Federal Credit Union Act.) 


AMENDMENTs TO FEDERAL CREDIT Union Act Wuicu BrcaME LAW AND 
AMENDMENTS PROPOSED BY REPRESENTATIVE PATMAN UP TO END oF 84TH 
Conecress THat Dip Not Become Law 1n His NAME 


75th Congress, 1st session 


Public Law No. 197—July 9, 1937 (50 Stat. 487): 
H.R. 6287, introduced by Representative Cochran (Missouri), April 9, 1937. 
Purpose of bill: To allot space in Federal buildings for Federal credit 
unions. 
Passed House, June 6, 1937. 
Passed Senate, July 2, 1937. 
Approved July 9, 1937—Public Law No. 197. 


75th Congress, 2d session 


Public Law No. 416—December 6, 1937 (51 Stat. 4): 

S. 2675, introduced by Senator Sheppard (Texas), June 17, 1937. 

Purpose of bill: Makes every Federal credit union, regardless of assets, 
subject to governmental examination of its books, and to fees therefor. 

Permits credit unions, within limits, to make loans to other credit unions, 
and to invest in shares or accounts of Federal savings and loan associations. 
Original act permitted only loans to members and investment in U.S. 
obligations and fully guaranteed securities. 

Authorizes Governor to make studies of credit problems. 

Exempts Federal credit unions from taxation, except on real property, 
and prohibits use of unions’ facilities to collect or enforce taxes on members 
for assets they hold in the credit union. 

Passed Senate August 6, 1937. 

Passed House, amended, November 24, 1937. 

Senate agreed to House amendments, November 29, 1937. 

Approved December 6, 1937—Public Law No. 416. 
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76th Congress, 3d session 


Public Law No. 630—June 15, 1940 (54 Stat. 398): 
8. 2568, introduced by Senator Sheppard (Texas), June 7, 1939. 
H.R. 9886, introduced by Representative Patman (Texas), May 24, 1940. 
Purpose of bills: Permitted loans up to $100 without adequate security 
(formerly $50); sets maximum loan to members at $200 or 10 percent of paid 
in and unimpaired capital and surplus, whichever is greater. 
S. 2568 passed Senate, May 29, 1940. 
S. 2568 passed House, June 5, 1940. 
(H.R. 9886 by Representative Patman was tabled June 5, 1940, and 8. 2568 
passed in lieu.) 
Approved June 15, 1940—Public Law No. 630. 
H.R. 4691 (H.R. 1849), 77th Congress: 
(a) Legislative history: Introduced by Representative Patman on May 8, 
1941. Passed House May 15, 1941. 
(b) Purpose: Authorizes Federal credit unions to invest in shares of in- 
sured building and loan associations. 
H.R. 4976, 77th Congress: 
(a) Legislative history: Introduced by Representative Patman on June 5, 
1941. _ Died in committee. 
(b) Purpose: Requires a fee of $25 upon issuance of a charter to a Federal 
credit union. 
Permits shares to be held jointly. 
Requires bond of employees handling funds. 
Requires monthly meetings. 
Defines “‘passbook.”’ 
Provides that no interest shall be paid on shares received after the 5th day 
of the month. 
Provides that patronage dividends of not less than 3 percent may be paid 
to member-borrowers on record as of December 31. 
Authorizes Governor of Farm Credit Administration to publicize the 
Federal credit union. 
H.R. 4978, 77th Congress: 
(a) Legislative history: Introduced by Representative Patman on June 
5, 1941. Died in committee. 
(b) Purpose: Extends act to Panama Canal Zone. 
Permits any Federal credit union to waive payment of interest by a member 
during military service. 
H.R. 1695, 78th Congress: 
(a) Legislative history: Introduced by Representative Patman on Feb- 
ruary 4, 1943. Died in committee. 
(b) Purpose: Permits Federal credit unions to invest in local building and 
loan, savings and homestead associations, and cooperative banks. 


79th Congress, 2d session 


Public Law No. 574—July 31, 1946 (60 Stat. 744): 

H.R. 6372, introduced by Representative Spence (Kentucky), May 8, 1946. 

Purpose of bill: Provides penalties for charging more than the allowable 
rate of interest. 

Permits issuance of shares in joint tenancy. 

Prescribes changes in surety bond requirements for officials handling 
credit union funds. 

— maximum amount of loans without adequate security from $100 
to $300. 

Extends provisions of the act to the Panama Canal Zone. 

Authorizes Governor to place insolvent credit unions into involuntary 
liquidation, in certain instances, and sets out liquidation regulations. 

Passed House, May 20, 1946. 

Passed Senate, amended, July 17, 1946. 

House agreed to Senate amendments, July 19, 1946. 

Approved July 31, 1946—Public Law No. 574. 
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80th Congress, 2d session 


Public Law No. 813—June 29, 1948 (62 Stat. 1091): 

§. 2225, introduced by Senator Baldwin, February 25, 1948. 

Purpose of bill: Transfers functions of Federal credit unions to the Federal 
Security Agency (from the Federal Deposit Insurance Corporation, where 
it had been by virtue of Reorganization Plan No. 1 of 1947, pt. IV, sec. 401) 
and established in that agency a Bureau of Federal Credit Unions under the 
supervision of a Director appointed by the Federal Security Administrator. 

assed Senate, April 12, 1948. 

Passed House, amended, June 15, 1948. 

Senate agreed to House amendments, June 16, 1948. 

Approved June 29, 1948—Public Law No. 813. 

H.R. 3201, 81st Congress: 

(a) Legislative history: Introduced. by Representative Patman on March 
3, 1949. Died in committee. H.R. 6185 passed in lieu. See below. 

(b) Purpose: Deletes provision restricting loans to 2 years. 

Authorizes investment of funds in shares of central credit unions. 

Raises maximum loan without adequate security to $500. 

Provides that, when the reserve fund equals 10 percent of total amount 
of members’ shares on deposit, no further transfers to the fund from net 
earnings shall be required except as are necessary to maintain the 10 percent 
ratio. 

81st Congress, 1st session 


Public Law No. 378—October 25, 1949 (63 Stat. 890): 
ag 6185, introduced by Representative Patman (Texas), September 21, 

Purpose of bill: Authorizes loans with maturities of not to exceed 3 years 
(formerly 2 years). 

Permits loans up to $400 without adequate security (formerly $300). 

Provides that, where the reserve fund shall equal 10 percent of the total 
amount of the members’ shares on deposits, no further transfers to the fund 
from net earnings shall be required except as needed to maintain this 10 per- 
cent ratio. 

Provides for special reserves, where necessary. 

Passed House, October 13, 1949. 

Passed Senate, October 17, 1949. 

Approved October 25, 1949—Public Law No. 376. 

H.R. 3459, 82d Congress: 

(a) Legislative history: Introduced by Representative Patman on April 2, 
1951. Not reported out of committee. 

(b) Purpose: Provides that directors, officers, or committee members of a 
Federal credit union can borrow an amount in excess of his holdings in the 
Federal credit union providing certain approval is given. 

Provides the Federal credit union can make investments in shares of cen- 
tral credit unions, in addition to investments prescribed. 

Provides that patronage dividends may be declared in favor of member- 
borrowers whenever an excess exists after declaration of the annual dividend 


82d Congress, 2d session 
H.R. 6702, 82d Congress: 

(a) Legislative history: Introduced by Representative Patman on Feb- 
ruary 19, 1952. Not reported out of committee. 

(6) Purpose: Sets the maximum examination-day rate fee assessable 
against a Federal credit union, for an examination of its books and records, 
at $56. 

Public Law No. 322—April 17, 1952 (66 Stat. 63): 

8. 2447, introduced by Senator Maybank, January 17, 1952. 

Purpose of bill: Increases maximum supervisory fees payable by member 
unions. 

Passed Senate, February 25, 1952. 

Passed House, amended, March 31, 1952. 

Senate agreed to House amendments, April 9, 1952. 

Approved April 17, 1952—Public Law No. 322. 
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Public Law No, 329— May 8, 1952 (66 Stat. 66): 
H.R. 6101, introduced by Representative Spence, January 17, 1952. 
Purpose of bill: Extends provisions to the Virgin Islands. 
Passed House, March 31, 1952. 
Passed Senate, May 1, 1952. 
Approved May 8, 1952—Public Law No. 329. 
Public Law No. 337—May 13, 1952: 
H.R. 2608, introduced by Representative Boggs, February 13, 1952. 
Purpose of bill: Permits credit unions to invest in shares or accounts of 
any institution the accounts of which are insured by the Federal Savings and 
Loan Insurance Corporation. 
Passed House, March 31, 1952. 
Passed Senate, May 1, 1952. 
Approved, May 13, 1952.—Public Law No. 337. 


83d Congress, 2d session 


Public Law No. 454—June 30, 1954 (68 Stat. 335): 

S. 1665, introduced by Senator Beall (by request), April 17, 1954. 

Purpose of bill: Permits Board of Directors to authorize interest refunds 
to members in proportion to interest paid by them in the prior year. 

Authorizes employees and officers of the Bureau of Federal Credit Unions 
to administer oaths, if so designated. 

Passed Senate, June 18, 1954. 

Passed House, June 22, 1954. 

Approved, June 30, 1954—Public Law No. 454. 

Public Law No. 656—August 24, 1954 (68 Stat. 792): 

H.R. 9236, introduced by Representative Talle, May 20, 1954. 

Purpose of bill: Provides that the Director of the Bureau of Federal Credit 
Unions is to determine the kind of bond to be posted by treasurers (formerly 
this was done by the Board of Directors). 

Provides that bond is to be required from every official handling credit 
union funds. 

Passed House, June 22, 1954. 

Passed Senate, August 11, 1954. 

Approved, August 24, 1954—-Public Law No. 656. 

H.R. 5258, 84th Congress: 

(a) Legislative history: Introduced by Representative Patman on March 
28, 1955. Died in committee. 

(b) Purpose: Empowers Federal Credit Union to invest its funds in shares 
of other credit unions, in a total amount not to exceed 10 percent of its paid 
in and unimpaired capital and surplus. 

H.R. 8273, 84th Congress: 

(a) Legislative history: Introduced by Representative Patman on January 
9, 1956. Died in committee. 

(b) Purpose: Permits investment in shares of Federal central credit unions 
and central credit unions. 

Share payments to and withdrawals from a central credit union must be 
specifically authorized by the Board of Directors. 

Authorizes organization of Federal central credit unions, and defines the 
term. 

Authorizes Federal credit unions to subscribe to, organize, or be a member 
of a Federal central credit union or a central credit union, providing certain 
requirements are met. 

Makes other technical amendments to the Federal Credit Union Act. 

H.R. 9983, 84th Congress: 

(a) Legislative history: Introduced by Representative Patman on March 
15, 1956. Died in committee. 

(b) Purpose: Permits credit committee of a Federal credit union to delegate 
to specified other officials the power to approve or disapprove loans in spec- 
ified situations. Requires such loans to be reviewed by the credit com- 
mittee at its next meeting. 


S. 1639—FrperaL Crepit UNION SystTEM 


June 8, 1934: Mr. Patman addressed letter to the chairman of the Committee 
on Banking and Currency of the House of % ore thanking him for his 
promise of a hearing on the credit union bill, S. 1639, when the housing bill then 
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before the committee was disposed of. Told the chairman he was looking forward 
to an opportunity of appearing before the committee in behalf of the bill. 

Same date, Mr. Patman wrote each Democratic member of the House Banking 
and Currency Committee. 

Members of the Committee on Banking and Currency at that time were: 

Democrats: Henry B. Steagall, Alabama; T. Alan Goldsborough, Maryland; 
Anning 8. Prall, New York; Jeff Busby, Mississippi; Michael K. Riley, Wisconsin; 
Frank Hancock, North Carolina; Clyde Williams, Missouri; Wesley E. Disney, 
Oklahoma; O. H. Cross, Texas; Brent Spence, Kentucky; Denver S. Sharan: 
California; Prentiss M. Brown, Michigan; Fred J. Sisson, New York; James I 
Farley, Indiana; James A. Meeks, Illinois; Herman P. Kopplemann, Connecticut; 
James G. Scrugham, Nevada. 

Republicans: Robert Luce, Massachusetts; Carroll L. Beedy, Maine; Edward 
L. Stokes, Pennsylvania; John B. Hollister, Ohio; Jesse P. Wolcott, Michigan; 
Peter A. Cavicchia, New Jersey; James A. Wadsworth, New York; James Simp- 
son, Jr., Illinois. 

Mr. Patman also wrote Senator Sheppard same date telling him of the letters 
he had written and furnished him copies. 

June 11, 1934: Senator Sheppard wrote Mr. Patman expressing appreciation 
for his splendid cooperation in behalf of the credit union bill. 

June 16, 1934: Mr. Patman replied to Senator Sheppard’s letter of June 11, 
1934, giving further assurance of full cooperation. 

JUNE 8, 1934. 


Hon. Henry B. STEAGALL, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D.C. 


Dear Mr. SteaGa.t: I want to thank you for your promise to give the sponsors 
of the credit union bill a hearing when the housing bill has been disposed of. I 
am very much interested in this legislation and will look forward to an oppor- 
tunity of appearing before your committee in behalf of it. 

It is very much needed and I hope you will assist in getting a favorable report 
and its final passage. 

Yours sincerely, 
Wricut PATMAN. 


JUNE 8, 1934. 
Hon. Jerr Bussy, 
House of Representatives, 
Washington, D.C. 

Dear Jerr: I am impressed that the credit union bill, S. 1639, should be 
enacted without delay. It will serve a useful purpose all over the Nation and 
especially in communities not served by small banks. 

I am sold on this legislation 100 percent. Chairman Steagall has promised a 
hearing when the housing bill is out of the way. This letter is to solicit your 
support in the passage of the bill. 

his bill has the unqualified endorsement of the President of the United States. 
Yours sincerely, 
Wricut PaTMAN. 


This same letter sent to all Democratic members of the House Banking and 
Currency Committee. 





JUNE 8, 1934. 
Hon. Ann1NG 8S. PRALL, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Prat: I am impressed that the credit union bill, 8. 1639, should 
be enacted without delay. It will serve a useful purpose all over the Nation and 
especially in communities not served by small banks. 

Tom sold on this legislation 100 percent. Chairman Steagall has promised a 
hearing when the housing bill is out of the way. This letter is to solicit your 
support in the passage of the bill. 

his bill has the unqualified endorsement of the President of the United States. 
Yours sincerely, 


Wricut PATMAN. 
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JuNE 8, 1934. 
Hon. Morris SHEPPARD, 
U.S. Senator, 
Washington, D.C. 

Dear SENATOR SHEPPARD: I have today written to each Member of the House 
Banking and Currency Committee in regard to the credit union bill, and am 
enclosing herewith copies of the letters. 

Yours sincerely, 
Wricat PaTMAN. 





U.S. SENATE, 
CoMMITTEE ON MILITARY AFFAIRS, 
June 11, 19384, 
Hon. Wricut PaTMAN, 
Member of Congress, 
House of Representatives, 
Washington, D.C. 


Dear ConGREssMAN: I am pleased to have your letter of June 8 and enclosures. 
I appreciate more deeply than I can express your splendid cooperation in behalf of 
the credit union bill. 
Yours very sincerely, 
Morris SHEPPARD. 


JuNE 16, 1934, 
Hon. Morris SHEPPARD, 
U.S. Senate, 
Washington, D.C. 


DeEaR SENATOR SHEPPARD: I have your letter of June 11, and assure you that 
I will be very glad to cooperate with you in an effort to pass the credit union bill. 
With kindest regards and besh wishes, I am 
Yours sincerely, 
Wricut PAaTMAN. 


May 2, 1949: See Mr. Patmans remarks in daily Congressional Record (pp. 
A2713-—A2716) (attached). 
This speech contains some history of 8. 1639. 


FEDERAL CREDIT UNIONS—FEDERAL CREDIT UNION Act SPONSORED BY LATE 
Unitep States Senator Morris SHEPPARD, OF TEXAS—PROGRESS OF CREDIT 
UNIONS 


Extension of remarks of Hon. Wright Patman of Texas, in the House of Repre- 
sentatives, Monday, May 2, 1949 


Mr. Patman. Mr. Speaker, the Two-States Press, of Texarkana, United States 
of America, for April 28, 1949, carried the following article concerning the local 
eredit union. It is as follows: 


“LOCAL CREDIT UNION TO BE HONORED 


“The Morris Sheppard Texarkana Federal Credit Union will be honored for its 
distinction of holding Federal charter No. 1 during the May 13-15 meeting of 
Credit Union National Association and the Texas Credit Union League in Houston, 
it was made known here Monday. 

“Miss Jean Sane woes, secretary-treasurer of the credit union, has received a 
letter from James M. Barry, managing director of the TCUL, of Dallas, request- 
ing that the local union furnish a large picture of the late Senator Morris Sheppard 
for public and prominent display. Barry’s letter also requested a history of the 
local union officers and a history of the organization. 

“His letter said, in part: 

‘In connection with the forthcoming meeting of the Texas Credit Union in 
Houston next month and the once-in-a-lifetime meeting in Houston of the Credit 
Union National Association, we are desirous of honoring your credit union as 
Federal Credit Union No.1. We are proud and always have been proud that the 
late Senator Sheppard sponsored the Federal Credit Union Act and that we in 
Texas have been honored by having charter No. 1 with his name in the title of 
your credit union.’ 
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“Miss Coopwood said she was currently engaged in compiling a history of the 
union and would send the pictures as requested. Miss Coopwood said Mrs. 
Richard Arnold had made available to the union a large picture of her father, 
the late Senator Sheppard. 

“It is not known at this time whether an official of the union will attend the 
Houston meetings to represent the local organization. 

“Joe C. Dixon is president and H. J. Schlink vice president of the credit union.” 

In 1934 the Honorable Morris Sheppard, who, incidentally, was one of the great- 
est humanitarians I ever knew, was sponsoring the Federal Credit Union Act. 
I appreciate the efforts being made by my hometown credit union to honor the 
late Senator Morris Sheppard. Instead of introducing a bill myself, I joined in 
the effort to get his bill passed. It was S. 1639. he bill passed the Senate 
May 4, 1934, and it passed the House June 16, 1934, just 2 days before the end 
of that session of Congress. When the bill was before the House I made the 
following statement concerning it, which appears on page 12225 of the Congres- 
sional Record for June 16, 1934: 

“Mr. Speaker, this bill comes before the House with the unanimous support 
of the Committee on Banking and Currency. I wish to commend the Committee 
on Banking and Currency for bringing this bill out. It is sponsored by Senator 
Sheppard, of Texas, in the Senate. This is his bill. I think it one of the most 
important and most meritorious bills we have had before us for consideration at 
this session of Congress. There are 2,200 credit unions in the Nation today. 
There are not so many credit unions in this country as there are in other countries. 
There are literally thousands of them in other countries. These are what are 
known as baby banks. They serve a great need. Between two and three billion 
dollars’ purchasing power each year is destroyed by reason of excessive interest 
rates that are paid. This bill is sponsored by public-spirited citizens in the 
interest of the poorest people of our Nation, one of whom not so long ago borrowed 
$30 from a loan office and actually paid back $1,080, and was then sued for the 
original $30. 

“This bill is opposed by loan sharks and shotgun loan offices. It serves a great 
need, as I said. Although we have 2,200 of them in the United States, I think 
the greatest tribute I can pay to the services of those in charge of these baby 
banks is that during the depression not a one of them failed. I again want to 
commend the Committee on Banking and Currency for bringing this very meri- 
torious measure before us for consideration and passage.” 

The bill was lost in the confusion at the end of the session the night of the 
18th of June, and it was only after much trouble and investigation that the bill 
was finally located and signed by both the Speaker of the House and the Vice 
President of the United States. It was my pleasure to do the footwork which 
led to the location of the bill. It was later approved by President Franklin D. 
Roosevelt, June 26, 1934. 

I have always been a strong advocate of Federal credit unions, and I have 
been the author of several bills to strengthen the act. The following statement 
discloses the status of the Federal credit unions in Texas, and also compares 
their growth with the State-chartered credit unions. It is as follows: 


FEDERAL CREDIT UNIONS 


Development of Federal credit unions in the State of Texas, 1940 to 1948, inclusive 











Year ending Dec. 31— Number Members Assets Loans out- 
operating standing 
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Development of State chartered credit unions in the State of Texas, 1940 to 1948, 








inclusive 
Year ending Dec. 31— Number Members Assets Loans out- 
operating standing 
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Dl entekwhhtant= «tan cheunheanckemhneeeees ee 84 , 204 5, 612, 468 2, 981, 042 
RRS SER ew ener me 85 31, 204 7, 346, 460 4, 963, 053 

















WHAT IS A CREDIT UNION? 


The American Federation of Labor, 901 Massachusetts Avenue, NW., Wash- 
ington, D.C., has prepared an interesting leaflet on credit unions. I have taken 
the liberty of making a few changes to bring the folder up to date, and I am 
inserting it herewith. It is as follows: 


‘““CREDIT UNIONS 


“1. What is a credit union? A credit union is an association of persons, united 
by some common bond or community of interest, joined together in a cooperative 
endeavor for the following purposes: 

“(a) To encourage thrift te providing a safe, convenient, and attractive medium 
for the investment of the savings of its members. 

“‘(b) To eliminate usury and increase the purchasing power of its members by 
ee them to borrow for productive and other beneficial purposes at a reason- 
able cost. 

““(c) To train its members in business methods and self-government and bring 
them to a full realization of the value of cooperation. 

““(d) The credit union operates through a board of directors, a credit committee 
and a supervisory committee elected by and from the members. 

“2. When was the first credit union organized? Frederick William Raiffeisen 
organized the first credit union in Germany in 1848. Today, they are operating 
in almost every country of the world. he first credit union charter in the 
United States of America was granted in Massachusetts in 1909. There are 
12,000 credit unions operating throughout the United States, Canada, Hawaii, 
Jamaica, and Panama Canal Zone. 

“3. How does a credit union differ from an ordinary bank? 

‘“‘(a) It promotes systematic thrift by encouraging its members to save small 
sums at regular intervals. 

“(b) A credit union can be of service to all—such as a community organization, 
chureh parish, school officers’ organization, labor unions, factory workers, lodge 
members, etc. 

“*(e) No elaborate, offices furniture or, in most cases at least, no salaried officials 
except a treasurer. 

“‘(d) Loans are made only to members and for provident and productive pur- 


ses. 

“‘(e) Character, honesty, and industry are required for membership and on this 
basis loans are made. 

‘“*(f) Control is vested in the members on the cooperative principle of one member, 
one vote. 

‘*(g) All profits revert to the members after expenses of operation are deducted. 

‘*4. What classes of people do credit unions serve? Groups bound together by 
a common bond of interest, e.g., the members of a parish, of a labor union, the 
workers in a factory, groups in which personal acquaintance will serve as an im- 

tus to the work. he size does not really matter. Credit unions have been 
ound to work well in groups of from 50 to 5,000, as long as some bond of interest 
exists. 
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“5. Why should I become a shareholder? 

“(a) Every person should cultivate the habit of thrift. 

**(b) An accident, illness, unusual family condition, or other provident reasons 
may at some future time, necessitate your needing more money than you have 
readily available. 

“‘(c) Every person should grasp the opportunity to render an unselfish service 
to his or her fellow workers. 

**6. How may I become a shareholder? By paying an entrance fee of 25 cents 
and subscribing and paying either 25 cents, 50 cents, $1 or any possible amount on 
a $5 share of stock. Only one entrance fee is required. 

“7. What liability does the shareholder assume? There is no liability to the 
shareholder, other than obligations agreed upon when subscribing to shares, or 
when making a loan. 

“8. What protection is offered shareholders? 

‘‘(a) The treasurer is bonded. 

(6) Payments and withdrawals are made by check and all checks must be 
signed by the treasurer and countersigned by the president of the board of direc- 


rs. 

**(c) All cash receipts must be deposited regularly in a bank the accounts of 
which are federally insured. 

“‘(d) All record books are examined monthly or quarterly by the supervisory 
committee of the credit union as decided upon by them, as well as once a year 
by the Bureau of Federal Credit Unions or State government authorities. 

“9. May a member withdraw at will? Yes, a member may withdraw his shares 
and deposits on any day the credit union is open for business. Should the with- 
drawal be of a large amount, a specified period of time may be required. All 
withdrawals must be made at the office. No member may withdraw shares or 
deposits who owes the credit union money or is the guarantor of any loan. 

“10. What constitutes the capital of a credit union? The capital of a credit 
union consists of the pooled savings paid in on shares and deposits by members. 

“11. How is the capital used? 

(a) Loans are made to members for productive and provident purposes, 
thereby helping the member to help himself. For instance: To pay dental bills, 
for auto financing, to buy clothing, to buy furniture, to buy other necessities, to 
pay bills, to pay taxes, to pay insurance, for medical purposes, for educational 
purposes, for vacation purposes, for business purposes, for building purposes, to 
cooperatives. 

““(b) According to the Federal credit union report of 1947 outstanding loans 
amounted to $91,372,197. During the entire period of Federal credit union 
operation over 8 million loans have been made to members. These loans total 
more than $1 billion. 

“12. Your credit union has loan protection insurance. Loan protection is a 
plan whereby your credit union is insured against loss due to the death or total 
and permanent disability of borrowers. 

“In other words, if an insured borrower becomes totally and permanently 
disabled before attaining age 60, or becomes deceased before attaining age 70, the 
balance of the loan is paid in full and the security offered by the borrower is 
released from any liability. 

“This service is helpful to the credit union members because the officers will not 
be obliged to collect further payments from the widow and cosigners, or take over 
chattels or shares that may have been given as security. It is helpful to the bor- 
rower, for he does not have to worry over who will pay the loan if he dies or be- 
comes totally and permanently disabled. 

“13. What interest rate is charged on loans? The interest rate on loans is 
never more than 1 percent per month on the unpaid balance or 1 percent per month 
on each dollar not repaid. 

“14. How does a member apply for a loan? By filling out an application 
form, giving full information as to the amount required, purpose of the loan, 
duration of loan, security offered, and so forth. 

15. What constitutes the income of a credit union 

“‘(a) The interest paid on loans by borrowing members. 

**(b) Interest, if any, on bank balance, including in many credit unions deposits 
in savings banks. 

“(e) Dividends on any investments which may have been made. 

“16. What is done with the yearly earnings of a credit union? After operating 
costs are deducted and 20 percent set aside in the reserve account for bad loans, 
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the dividend to be paid to members on their shares is decided at an annual general 
membership meeting. 
“17. How should a group proceed to organize a credit union?’”’ 


BILL TO STRENGTHEN CREDIT UNION ACT 


At this session of Congress, March 3, 1949, I introduced a bill (H.R. 3201) 
concerning credit unions, which is as follows: 


‘“‘A BILL to amend the Federal Credit Union Act 


‘Be it enacted, etc., That paragraph (5) of section 7 of the Federal Credit Union 
Act (12 U.S.C., sees. 1751-1772) is hereby amended by striking out in the first 
sentence thereof the following: ‘with maturities not exceeding 2 years.’ 

“Sec. 2. Paragraph (7) of section 7 of the Federal Credit Union Act is hereby 
amended by striking out ‘and’ after ‘(d)’ and by inserting before the period at 
the end of such paragraph (7) a semicolon and the following: ‘and (e) in shares 
of central credit unions.’ 

“Src. 3. The second sentence of section 10 of the Federal Credit Union Act 
is hereby amended to read as follows: ‘The annual meeting of each Federal credit 
union shall be held at such time during the following January, February, or March, 
and at such place as its bylaws shall prescribe.’ 

“Sec. 4. The fourth sentence of subsection (d) of section 11 of the Federal 
Credit Union Act is hereby amended to read as follows: ‘No loan in excess of 
$500 shall be made without adequate security, and no loan shall be made to any 
member which shall cause such member to become indebted to the Federal credit 
union in the aggregate, upon loans made to such member, in excess of $200 or 
10 percent of the Federal credit union’s paid-in and unimpaired capital and 
surplus, whichever is greater.’ 

“Sec. 5. Section 12 of the Federal Credit Union Act is hereby amended to 
read as follows: 

“ ‘Sec. 12. All entrance fees and fines provided by the bylaws and 20 percent 
of the net earnings of each year, before the declaration of any dividend, shall be 
set aside, subject to terms and conditions specified in the bylaws, as a reserve 
fund: Provided, however, That when the reserve fund thus established shall equal 
10 percent of the total amount of members’ shares on deposit, no further transfer 
to the reserve fund from net earnings shall be required except as needed to main- 
tain this 10 percent ratio: And provided further, That no transfer to the reserve 
fund in excess of fees and fines and 20 percent of net earnings shall be required 
in any one year.’”’ 


OBJECTIVES OF BILL H.R. 3201 


The object of this bill is to make certain amendments to the Federal Credit 
Union Act, as follows: 
First. Section 7 of the Federal Credit Union Act reads, in part, as follows: 
“Powers: A Federal credit union shall have succession in its corporate name 
during its existence and shall have power— 
* * * * * * 2 


““(5) To make loans with maturities not exceeding 2 years to its members for 
provident or productive purposes upon such terms and conditions as this chapter 
and the bylaws provide and as the credit committee may approve, at rates of 
interest not exceeding 1 percent per month on unpaid balances (inclusive of all 
charges incident to making the loan): Provided, That no loans to a director, 
officer, or member of a committee shall exceed the amount of his holdings in the 
Federal credit union as represented by shares thereof.” 

It is proposed to amend, paragraph (5) of section 7 by striking out the words: 
“with maturities not exceeding 2 years.” 

This would empower a Federal credit union to extend its loans over a period 
greater than 2 years. It would leave the terms of repayment of loans in the hands 
of the board of directors and credit committee. his is permissible now under 
practically all State credit-union laws. 

Second. Section 7 of the Federal Credit Union Act reads, in part, as follows: 

“Powers: A Federal credit union shall have succession in its corporate name 
during its existence and shall have power— 


* * * * *” * * 


(7) To invest its funds (a) in loans exclusively to members; (b) in obligations of 
the United States of America, or securities fully guaranteed as to principal and 
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interest thereby; (c) in accordance with rules and regulations prescribed by the 
Governor, in loans to other credit unions in the total amount no exceeding 25 
percent of its es and unimpaired capital and surplus; (d) and in shares 
or accounts of Federal savings and loan associations.” 

It is proposed to amend paragraph (7) of section 7 by striking out the word 
“and” appearing as the first word in subsection (d) thereof and by striking out 
the period at the end of subsection (d) thereof and by substituting for such period 
a semicolon and by adding after such semicolon ‘‘and (e) in shares of central 
credit unions.” 

Federal credit unions now have the power to invest their savings in Federal 
savings and loan associations. This change would make it possible for them 
to deposit their funds in their own central organizations. Many states do now 
have central credit unions in which other credit unions may deposit funds and 
from which other credit unions may borrow. For example, there is an excellent 
central credit union of this type in North Dakota, one in Minnesota, one in Rhode 
Island, and several other States. It seems just as reasonable for Federal credit 
unions to be able to invest their funds in central credit unions as it is for them 
to invest funds in Federal savings and loan associations. 

Third, Section 10 of the Federal Credit Union Act reads, in part, as follows: 

‘‘Members’ meetings: The fiscal year of all Federal credit unions shall end De- 
cember 31. The annual meeting of each Federal credit union shall be held at such 
time during the month of the following January and at such place as its bylaws 
shall prescribe.” 

It is proposed to change the second sentence of section 10 to read as follows: 

“The annual meeting of each Federal credit union shall be held at such time 
during the following January, February, or March, and at such place as its bylaws 
shall prescribe.” 

This would permit Federal credit unions to hold their annual meetings at any 
time during January, February, or March, which in many cases would be a great 
convenience. The members of Federal credit unions are in most cases employees 
of large corporations and are oftentimes unusually busy during the month of 
January, which is frequently the close of the corporation’s year. It is believed 
that larger attendance could be obtained at the annual meeting in many eases if 
the meeting could be held in some month other than January. 

Fourth. Section 11, subsection (d), of the Federal Credit Union Act reads in 
part as follows: 

“No loan shall be made to any member which shall cause such member to 
become indebted to the Federal credit union in the aggregate, upon loans made 
to such member, in excess of $200 or 10 percent of the Federal credit union’s 
paid-in and unimpaired capital and surplus, whichever is greater, or in excess of 
$300 unless such excess over $300 is adequately secured.” 

It is proposed to amend the fourth sentence of subsection (d) of section 11 to 
read as follows: 

“No loan in excess of $500 shall be made without adequate security and no 
loan shall be made to any member which shall cause such member to become 
indebted to the Federal credit union in the aggregate, upon loans made to such 
member, in excess of $200 or 10 percent of the Federal credit union’s paid-in and 
unimpaired capital and surplus, whichever is greater.”’ 

This change increases the amount which may be loaned without security. 
Several years ago the Federal Credit Union Act was amended to increase the 
amount which may be loaned without security to $300. It is felt that in view 
of present monetary conditions $500 is a reasonable limit. The management of 
any one Federal credit union of course has the right to set a smaller limit based 
on conditions within the particular group. 

Fifth. Section 12 of the Federal Credit Union Act now reads as follows: 

“Reserves: All entrance fees and fines provided by the bylaws and 20 percent 
of the net earnings of each year, before the declaration of any dividends, shall be 
set aside, subject to terms and conditions specified in the bylaws, as a reserve 
fund against possible bad loans.” 

It is proposed to amend section 12 so it will read as follows: 

“Sec. 12. All entrance fees and fines provided by the bylaws and 20 percent 
of the net earnings of each year, before the declaration of any dividend, shall be 
set aside, subject to terms and conditions specified in the bylaws; as’'a reserve 
fund: Provided, however, That when the reserve fund thus established shall equal 
10 percent of the total amount of members’ shares on deposit, no further transfer 
to the reserve fund from net earnings shall be required except as needed to main- 
tain this 10 percent ratio: And provided further, That no transfer to the reserve 








FEDERAL CREDIT UNIONS 61 


fund in excess of fees and fines and 20 percent of net earnings shall be required 
in any one year.” 

At present the Federal credit unions must set aside fees and fines and 20 per- 
cent of net earnings each year in a reserve fund. This change would make it 
unnecessary for the Federal credit union to set aside anything in the reserve fund 
after the reserve fund is equal to 10 percent of the total amount of the members’ 
shares on deposit. It would protect the credit union against the possibility of 
being compelled to transfer more than fees and fines and 20 percent of its net 
earnings to the reserve fund during any one year. This is a standard provision 
contained in many State laws. A reserve fund equal to 10 percent of the shares 
on deposit in the credit union has been found to be ample. At present the reserve 
fund may be used only to offset those losses which are brought about through 
bad loans. This amendment provides that the reserve fund may be used to cover 
any type of loss sustained by the Federal credit union, such as depreciation of 
securities, and so forth. 


THE FOLLOWING SHORT STORIES ABOUT CREDIT UNIONS ARE SELF-EXPLANATORY 


This story is from the mountain country of Tennessee: 

Three years ago a wage employee at Alcoa with a good name, great determi- 
nation, a family of 10, no funds but with a definite need—shelter for his family— 
epniied for a credit union loan to “buy 13 acres of good mountain land at a 

argain. 

The loan was made. A year later an abandoned church was to be sold and 
removed. In it, enough good lumber and metal roofing to build a home could be 
found. Another loan was applied for, and granted. 

At the end of another year filled with hard work and great determination, the 
house was almost completed and the loan almost paid up. But what is a ‘home 
without water, a gravel road, and a few modern conveniences? So another loan 
from the credit union was granted and within 36 months all loans were paid in full. 

So grateful was the family to have their own land and home that a fish fry party 
was arranged in the Great Smokies for the credit union officers. 

All the guests could take pride in a job well done. 


“Take $1 a week off my pay and put it into the credit union,” said one working 
girl to her employer when the credit union was formed. 

She didn’t give any more thought to the matter, and never missed the weekly 
$1 deduction from her paycheck. 

At the annual meeting 2 years later she looked at her passbook. ‘‘Goodness,” 
she commented, “did I save all that in 2 years? I didn’t even try to save.” 

Encoursged by the way her credit union savings had mounted up without any 
effort on her part, she quickly put her mind to it and began to save in earnest. 
Now she has more than $2,000 saved—covered by an equal amount of life insur- 
ance as well, at no charge to her. 





A newspaperman working for a large metropolitan daily had one weakness; 
he was addicted to betting on the horses. One loss led to another, until he was 
getting deeper and deeper in debt. 

He borrowed money, first from reputable lenders, then finance companies, 
finally from the most disreputable of loan sharks. His life had actually been 
threatened by the loan sharks and he was on the point of losing both his home and 
his job when his credit union moved into the picture. 

It took $4,600 to pay off the garnishees, finance companies, and loan sharks, 
but the cre’it union made the loan. With the help of his credit union this mem- 
ber’s life took a turn for the better; he worked harder on his job, earned several 
promotions. He got a second job working nights. 

This was several years ago, but recently, when he and his wife came in to 
borrow again for some furniture for their home, his wife confided to the credit 
committee that their homelife had undergone a miraculous change. ‘‘The money 
is only a small part of what we owe our credit union,’’ she said. 


From the treasurer of*an industrial credit union in Rockford, Illinois: 
‘About 5 years ago this city had a terrific housing shortage. It was impossible 
to find an apartment or house to rent; you had to buy. 
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“A machinist, with his wife and their three small children, had to find a new 
home within 60 days. 

“He had no savings; his only financial reserves were in the company’s retire- 
ment savings plan. He was on the point of quitting his job, just so he could 
get this money for the downpayment. 

“We explained that the credit union was meant for helping people like him. 
He said he had no security to offer. We told him his reputation and character 
were well known to his fellow workers at the plant, who after all were the owners 
of the credit union, and that no security would be required. 

“We lent him $1,500. 

“Today, that loan has been paid off, and he has a nice nest egg of savings 
accumulated at the same time. His family has a comfortable home, and he 
still has his job, his seniority at the plant, and a comfortable pension waiting for 
him when he’s ready to retire.’ 


From a credit union serving an electrical manufacturing company in Arkansas: 

‘‘Used to be every Friday the sheriff was waiting at the door to attach the 
wages of alot of ourmen. Arkansas law allows a wage attachment to 85 percent 
of the man’s wages, and we had some men who were attached to the limit. How 
they managed to keep going I don’t know. 

“The sheriff used to serve between 2 and 20 garnishment papers on employees 
every Friday. Unskilled workers had fallen into the wage assignment vise. Right 
inside the plant there were a few workers with spare cash who made small killings 
by loaning to fellow workers at usurious rates. 

“The credit union blocked this lucrative traffic. By actual count, we figure the 
credit union has cut garnishments down to 10 percent of the former number.” 


From a credit union officer in Port Allegany, Pa.: 

‘*Last December 13, our entire production plant closed. It took 6 full weeks 
before our members were at work again. uring this time only the salaried 
workers had their regular income. The hourly employees lost all of their wages 
and had to depend on State unemployment compensation. 

“The compensation checks should have arrived weekly but in many instances 
they arrived 2 to 3 weeks late. 

‘Fortunately, our credit union was able to make many loans during this’ 
6-week period for food, utility bills, medical expenses and other emergencies.’ 


From the wife of a disabled credit union member: 

“My husband was stricken with a severe heart attack and the medical reports 
do not give us any hope for his recovery. He has been in a veterans’ hospital 
for some time. Maybe you can imagine how I felt when you not only a g the 
balance of our loan with the credit union, but also refunded to us the payments 
made on this loan after my husband became disabled. With the small annuity 
ne is receiving for his disability retirement, it would have been difficult to pay off 

e loan. 

“T hope all credit union members who do not already know, will learn about 
your loan protection insurance.”’ 

(There is no charge to the member for this insurance.) 





“The credit union in this post office isn’t a bank—it’s a religion,” explained a 
young postal employee who not too long ago found himself hopelessly burdened 
with obligations to pay usurious money lenders sums amounting to about $3,700. 

His efforts to save the life of his son had been a hard and costly battle, paying 
for three major operations, hospital bills, nurses, and finally, his son’s funeral 


expenses. 

About this time, the treasurer of the post office credit union heard of his plight 
and exerted pressure on the high rate lenders to settle the entire debt for $800 
cash. The credit union then lent this amount to the bereaved father. The loan 
was secured by the endorsement of 39 fellow workers, all that could crowd their 
signatures on the back of the note. 
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EXPERT ON CREDIT UNIONS TESTIFIES 


Mr. Parman. In the hearings before the Committee on Banking and 
Currency of the U.S. Senate, June 1, 1933, Roy F. Bergengren - 
sented some very interesting testimony that is of importance today. 
It is inserted herewith. 

(The material referred to follows :) 


Senator SHEPPARD. I will ask that Mr. Roy F. Bergengren, of Boston, Mass., 
who has done more to promote this movement than any other man in the United 
States, be now heard. 

Senator BANKHEAD. Mr. Bergengren, we will be glad to hear from you. 


STATEMENT OF ROY F. BERGENGREN, BOSTON, MASS., REPRESENTING THE CREDIT UNION 
NATIONAL EXTENSION BUREAU 


Senator BANKHEAD. State your name, residence, and your business. 

Mr. BERGENGREN. My name is Roy F. Bergengren. My address is 5 Park Square, 
Boston, Mass. I represent the Credit Union National Extension Bureau. In 
addition I represent the following: 

The Minnesota Credit Union League. 

The Indiana Credit Union League. 

The 140 credit unions in the Missouri Credit Union League. 

The Central Illinois Chapter of the Illinois Credit Union League. 

The Iowa Credit Union League. 

The North Carolina Credit Union League. 

The Credit Union League of Georgia. 

The 126 credit unions in the Illinois Credit Union League. 

The Denver (Colo.) Credit Union. 

Chicago Municipal Employees Credit Union. 

The Massachusetts Credit Union League. 

The 2,000 members of the Detroit Teachers Credit Union. 

The Department of Commerce Credit Union of Washington, D.C. 

St. Andrew’s Credit Union of St. Louis, Mo. 

The credit union organization department of the Wisconsin State Banking 
Department. 

Sixty credit unions in Tennessee. 

Railway Clerks’ Credit Union 417, of Davenport, Iowa. 

The Adler Credit Union (Adler Manufacturing Co.), Louisville, Ky. 

The In-Com-Co Credit Union (Interstate Commerce Commission), of Wash- 
ington, D.C. 

The 1,057 members of the Staley Credit Union at Decatur, Ill. 

The Postal Credit Union of Los Angeles. 

The Mengel Body Employees’ Credit Union of Louisville, Ky. 

The Tucson Credit Union, of Tucson, Ariz. 

The Silvis Shops Credit Union of the Rock Island Railroad at Silvis, I). 

The Chesapeake & Ohio Railway Employees’ Credit Union of Ashland, Ky. 

. The credit union of employees of the Standard Sanitary Manufacturing Co., 
of Lauisville, Ky. 

The credit union of employees of the Tennessee Coal, Iron & Railroad Co., of 
Birmingham, Ala. 

The Woodbury County Chapter of credit unions of Sioux City, Iowa. 

The Portland Postal Employees’ Credit Union, of Portland, Oreg. 

The Louisville Credit Union Chapter, of Louisville, Ky. 

The Municipal Credit Union of Los Angeles, Calif. 

The Chicago Yards Credit Union of Armour & Co. 

The Louisville Federal Credit Union, of Louisville, Ky. 

The Courier-Journal and Times Credit Union, of Louisville, Ky. 

The City and County Employees’ Credit Union, of St. Paul, Minn. 

The Public Service Credit Union, of Dallas, Tex. 

Union Teachers’ Credit Union, of Chicago, Ill. 

Albany Hotel Credit Union, of Denver, Colo. 


The credit union of employees of the Denver & Salt Lake Railway Co. at 
Denver, Colo. 
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The Waukegan Cooperative Credit Union, of Waukegan, III. 

Lodge 2064, B. of R. C. Credit Union, of Chicago, Ill. 

Gary Railway Employees’ Credit Union, Gary, Ind. 

Ply th Cordage Credit Union, of Plymouth, Mass. 

The credit union of employees of the Rock Island Railroad at Little Rock, 


The credit union of employees of the Wabash Railroad at Decatur, Ill. 

The credit union of employees of Armour & Co., at Omaha, Nebr. 

The credit union of employees of Hutzler Bros., at Baltimore, Md. 

The Social Service Credit Union of Boston, Mass. 

The Jewish Community Credit Union of Indianapolis, Ind. 

The Credit Union of Armour & Co., employees at Thirty-first Street, Chicago. 

The Federal Employees’ Credit Union at Portland, Maine. 

The credit union of employees of Younker Bros., Des Moines. 

East Bay Postal Credit Union, Oakland, Calif. - 

Cedar Rapids Postal Employees’ Credit Union, Cedar Rapids, Iowa. 

The Stockton Teachers’ Credit Union, of Stockton, Calif. 

The San Diego (Calif.) Teachers’ Credit Union. 

The Denver Postal Credit Union. 

The Champion Fibre Employees’ Credit Union, Canton, N.C. 

The credit union of employees of A. J. Nystrom & Co., Chicago, Il. 

Dining Car Employees’ Credit Union, Ltd., of Los Angeles, Calif. 

The Etowah County Postal Employees’ Credit Union, Gadsden, Ala. 

The credit union of employees of Hochschild, Kohn & Co., Baltimore, Md. 

The Baltimore Post Office Employees’ Credit Union, Baltimore, Md. 

Charleston (S.C.) Cooperative Credit Union. 

Des Moines (Iowa) Postal Workers’ Credit Union. 

Brotherhood of Railway Clerks’ Credit Union of Baltimore, Md. 

Western Union Employees Credit Union of Washington, D.C. 

I represent many State organizations of credit unions consisting of many 
thousands of people and many city chapters of credit unions, and many individ- 
ual credit unions, and many individual credit union members. 

I appreciate this opportunity to explain these bills, and I appreciate it partic- 
ularly because I realize that this is an emergency session of Congress devoted 
mostly to the various bills which have to do with the President’s reconstruction 
program, and I would hesitate to take any of your time if it did not seem to me 
that it could be established that these are emergency matters affecting the wel- 
fare and the economic security of hundreds of thousands of people, and there- 
fore worthy of consideration at this time. 

If I may I-would like to explain to you very briefly just exactly what a credit 
union is. 

Senator BANKHEAD. We want that information. 

Mr. BreraENGREN. And I would like to explain to you just exactly how the 
credit unions have been behaving during this period of industrial distress. That 
explanation will involve almost necessarily the justification for all three of these 
bills. Because their purpose, as I will try to explain as I go along, is one pur- 
pose, to accomplish one thing, namely, the further security of credit unions. 

A -eredit union is a bank, but it is a peculiar sort of a bank. Peculiar in the 
first place because every credit union is organized within a limited and given 
group of people. And it may have to do only with the members of that group. 
For example; Mr. Brehm, who walked up with me this morning, and who is 
sitting here, is director of service relations of the office of the Postmaster Gen- 
eral. In the Postal Service we have 298 of these credit unions, each limited to 
the employees of a given post office. In those credit unions now there are 57,000 
postal employees, who have invested in those credit unions over $6 million. 
That is just one credit union manifestation. 

In Birmingham, for instance, the Tennessee Coal, Iron & Railway Co. have a 
group of credit unions. The Alabama Power Co. in various parts of Alabama 
have credit unions: 

Therefore a credit union first, as I have said, is a bank which is organized 
within a specific group of people. That group may be quite large. The Tele- 
phone Workers Credit Union in Boston has 16,000 members. It is, however, 
confined to the employees of the New England Telephone & Telegraph Co. 

Senator BANKHEAD. How many members, if you know, are there all told in 
the credit unions? 

Mr. BERGENGREN. I do not know exactly. It is better than 350,000 now, and 
increasing very rapidly. 
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For instance, we are cooperating with the Catholic National Welfare Con- 
ference to organize these credit unions where the group limitation, instead of 
being an employee group is a church group. St. Andrew’s Credit Union, for 
example, in St. Louis, is built around Father Meyers, who is the priest in that 
particular parish. So while there is a large variety of these groups, yet the 
group significance of the credit unions exists with all of them. 

From the very nature of the case, credit unions are composed of working 
men and women, and now increasingly of small farmers. 

I had already said, Senator Goldsborough, that each credit union is a bank 
organized, however, Within a specific group of people, such as the 16,000 em- 
ployees of the New England Telephone & Telegraph Co., who have a credit 
union which they started 15 years ago with $4.50, in which they now have 
$2,000,000. 

The group significance is varied. We have them in church parishes, we have 
them in factories, in mills, stores, in public service corporations, in the United 
States Post Office, municipal groups. We have a great many of them in Amer- 
ican Legion posts, and all sorts of places. 

I have said that a credit union is a bank, and therefore theoretically at least 
it has to have something to do with money. Therefore a credit union is first 
a thrift agency. In order to belong to the credit union in the Hochschild, Kohn 
& Co, store, for instance, in Baltimore, I would have to be first an employee of 
that store. Then I would have to agree to save the very large sum of $5 at 
the rate of 25 cents a pay day. That sound ridiculously small. 

Senator GoLpsBporouGH. Why do you say Hochschild, Kohn? 

Mr. BERGENGREN. That happens to be one. 

Senator Go_psBoroucH. My only purpose in asking that is that I have re 
ceived a good many letters about it. 

Mr. LERGENGREN. They have a very fine credit union over there, Senator. I am 
just trying to cite a few particular credit unions in places with which you gen- 
tlemen are familiar and would be able to check up. 

Senator GoLtpssporoueH. I think there is also such an organization in Hutzler 
Bros. in Baltimore. 

Mr. BERGENGREN. Yes; there is a credit union in Hutzler Bros. in Baltimore. 

The members have to save at least 25 cents each pay day. If I want to save 
50 cents each pay day I subscribe to two shares and pay a quarter on each one 
of the shares each pay day. If I want to save a dollar on each pay day I sub- 
scribe for four shares and pay a quarter on each. If I want to save $2 a week 
I subscribe for eight shares and pay a quarter on each. I can subscribe for 
as many as I want to and pay in on them at the rate of 25 cents a pay day. In 
other words, the credit union encourages the practice of saving by the member 
of the group who can save the very least, and it encourages anybody in the 
group who can save more to do so, and then it seeks to make the busniess of 
saving a regular habit. 

For instance, in our Telephone Workers’ Credit Union at home we have some 
girls now, girl switchboard operators, who have to their credit in the credit 
union cash which they can get at any time they want it $4,000, which is the 
maximum permitted by the Massachusetts State credit union law, which was 
made possible because those girls started to save 10 or 15 years ago and kept 
on saving systematically. 

The next problem, of course, is the problem of what we shall do with the sav- 
ings after the savings have been accumulated in the individual group. The 
credit-union savings are used exclusively for one purpose, and that is to make 
loans to the members of the group, and for them exclusively, at normal rates 
of interest for provident purposes. 

Senator GotpsroroucH. May I interrupt you and ask for a little information. 
S. 1641, as I understand it, asks for authority to deposit these savings in the 
Postal Savings System. 

Mr. BERGENGREN. Yes. That is one of the bills. 

Senator GorpssoroueH. And 8S. 1640 provides that the Federal Reserve banks 
may receive deposits. 

Mr. BERGENGREN. Yes. The reasons for this I will explain in a minute. 

Senator GoLpsBoroucH. Then I will not interrupt you. Excuse me. 

Mr. BERGENGREN. I was going to explain just why this was emergency legisla- 
tton. I am going to state very briefly, if I may, what is done with the credit 
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union resources. I show you a table which is an analysis of the development of 
the credit union in the Postal Service. That is a typical development. It shows 
the beginning back in 1923 when I organized the first one with eight members, 
with assets of $18.50. Down the last two lines you will see the development of 
the business of those credit unions during the year 1932. It shows you that 
those credit unions to date have made loans, since I organized the first one— 
and they all started with nothing and developed very slowly at first—of some- 
thing like $29,000,000. 

In other words, in every post office that I have been in from one end of the 
United States to the other in organizing these credit unions we have found this 
serious need for small-loan service. 

I do not know whether you gentlemen know of the state of legislation as 
regards the small loans business. Something like 22 States of the United States 
have at one time or another enacted laws permitting the private lender to 
charge 3% percent a month on loans of $300 and less. 

Senator GotpsnoroucH. That has been limited, though, by statute in most of 
the States. 

Mr. BERGENGREN. Twenty-two States have enacted laws permitting the charge 
of 3% percent a month on loans of $300 and less, and it has been decreased in 
some States, but the theory is that if the private lender cannot get 42 percent 
on those small loans the business will just go to the unlicensed lender, who 
operates outside of the law, at rates which make the 42 percent seem reasonable. 

Senator Go_tpsroroueH. Have not the Morris Plan banks relieved that a little? 

Mr. BERGENGREN. They have relieved the situation a little. Their rates are, 
however, higher than the credit unions. But the credit union steps into this 
field, and so far as the particular group is concerned the credit union is the bank 
of credit of its members. The member goes to it with his credit problem and has 
it solved at a normal rate of interest. Each year before declaring their divi- 
dends they set aside 20 percent of their net as a surplus against the possibility 
of occasional bad loans. 

Each one of these credit unions is self-managed; that is, it is managed by a 
board of directors chosen by and from the members. The board of directors con- 
ducts the business. The treasurer, who is elected by and from the board, is the 
manager. Incidentally every credit union is a cooperative society. That is, if 
I have one $5 share in it I have one vote in its business. If I have 5,000 shares, I 
have one vote just the same. It is an organization of members; not an organiza- 
tion of shares. 

Senator Go_pssoroucH. Who votes on membership? 

Mr. BERGENGREN. That is determined in each case by the board of directors 
passing on all applications for membership, which must be endorsed in each 
case by one director. And then, of course, the person must be eligible, because 
he must belong to the group within which the credit union operates. 

Leaving that for a moment, I want to speak very briefly about the origin and 
development of credit unions in order to bring you up to their record during the 
depression, which will bring us immediately to the question of these bills. 

The first credit union, as you know—Senator Sheppard has been a student of 
these things for a good many years and could tell you about them—the first of 
these credit unions was organized in Germany by a German economist named 
Raiffeisen in 1848. It was organized during a period of famine. He spent the 
remaining 40 years of his life developing these credit unions. 

From Germany the idea spread very rapidly to various parts of the world, 
until in 1900 a French Catholic named Desjardins in Canada started to organize 
a few credit unions in Catholic Church parishes in the Province of Quebec. 

In 1906 Mr. Edward A. Filene, of Boston, came across these credit unions in 
Germany, and in 1909 he cooperated with our then bank commissioner, Pierre 
Jay, who subsequently became chairman of the Federal Reserve bank in New 
York, to put a bill on our statute books which would make credit unions possible 
in Massachusetts. He spent some years in developing the work, following it up 
very closely. 

In 1921 Mr. Filene and I organized what is called the “Credit Union National 
Extension Bureau.” Mr. Filene is “Credit Union National.” I am “Extension 
Bureau.” The agreement was that I would give up everything else that I was 
doing and devote myself to the work of trying to extend credit unions nationally. 
Mr. Filene agreed to furnish all the money that that would cost. Mr. Filene’s 
theory is that in extending credit unions he is promoting thrift at a time when 
thrift promotion is necessary. Also he is establishing a plan whereby this small- 
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loans evil, which is a terrible burden on the workingman and workingwoman and 
on small farmers, is being eliminated. And, above all, he is teaching people what 
dividends are, what interest is, what money is all about, how to manage it con- 
servatively and for their own best interests. Mr. Filene’s theory in financing the 
work is, I repeat, that he is thereby promoting the public good by developing thrift 
through the credit unions, solving the short-term credit problems of the worker, 
the small business man, and the farmer, freeing them from the usurious money 
lenders, and teaching sound economic lessons at a time when such teaching is 
very essential. 

I have spent of Mr. Filene’s money about $800,000 extending the credit unions 
nationally as a completely disinterested public service, just as though we were 
building libraries or establishing colleges or hospitals or something of that sort 
and without monetary or any other return. 

We have credit union laws in 38 States. Governor Pinchot signed the thirty- 
eighth bill a few days ago in Harrisburg. You have a credit union law in the 
District of Columbia which you gentlemen enacted in the 1932 session of Con- 
gress, which is now developing some magnificent credit unions right within sight 
of where I am now. 

Our job in connection with these credit unions has been, first, to assist in the 
matter of getting laws enacted. Then our job has been to assist anybody and 
everybody interested to organize credit unions. The last one I organized was in 
the Colonial Beacon Oil Co., the first credit union in the Standard Oil Co. And 
in this process we have come now in cooperation with the Farm Bureau Federa- 
tion, the Farmer’s Union, and the National Grange and cther rural organizations 
to extend the credit union to farmers, because particularly small farmers, as you 
all know, are very badly off as regards the availability of normal credit re 
sources. 

We have now approximately 2,000 credit unions in the United States with ap- 
proximately 350,000 members, and resources of about $50,000,000 spread from 
here to California. These credit unions are self-managed by working people. 
They operate under the same rules and subject to exactly the same regulations 
as State banks, subject to annual examination by the department of banking 
under which they do business, with the same authority in the State banking 
departments to close a credit union for cause, that the State banking department 
has to close a bank under its jurisdiction for cause. 

As I have said, we are operating now in 35 States and in the District of 
Columbia. Three of our State laws are so recent that we have not gotten started 
yet. We are operating in the District of Columbia under the supervision of the 
Comptroller of the Currency. 

Although composed of the people whom I believe are the hardest hit by the 
depression, although obliged to enlist our management from among our own 
people without the aid of all the skill and expertness that banks are able to 
employ, We have come through this industrial depression without any failures 
of credit unions which we have organized, or involuntary liquidations, and we 
have had none of our societies closed up by State banking departments, although 
in some States some of our societies are now bigger than the average bank in 
the State. That is the finest record, I believe, that has ever been established by 
any form of banking anywhere under similar conditions of stress. It has re- 
quired a great deal of courage, but yet the record stands, and we have come 
through. 

It seems to me in the first place—and now I am getting to these bills—that 
there is something tremendously hopeful in this record at this particular time. 
If the rank and file of the people of the United States, ordinary working people, 
small farmers out in the rural districts, can develop from within themselves the 
capacity to manage money and manage it honestly and efficiently, do the business 
that the credit unions are doing, then I think we can still have hope that some- 
how or other we are going to dig ourselves out of this mess we are in, and that 
we are going to go ahead and accomplish the bigger and the finer things that we 
set out to accomplish a great many years ago in America. And it seems to me 
also that these credit unions now have earned the right to pretty serious con- 
sideration because of the fact that they have established this record and they 
have done this work during the depression. 

I am not certain as to how much I should go into detail as to the future of 
the credit union. The credit union is in the banking field what the Ford car 
was when the Ford car had a monopoly of the small-car field. It is not a com- 
petitor of a bank. Never has been and never will be. 








68 FEDERAL CREDIT UNIONS 


Senator GoLpsnorouGH. May I interrupt you right there? Is there any opposi- 
tion on the part of commercial banks to the establishment of credit unions? 

Mr. BERGENGREN. No; I think not. Occassionally here and there they misun- 
derstand, but nothing serious; no. 

Senator GoLpssoroueH. Is not your primary object to get rid of the small-loan 
business? 

Mr. BERGENGREN. Yes. 

Senator Go_psnoroueH. And afford an opportunity for the borrower to borrow 
small sums of money at reasonable and fair rates? 

Mr. BERGENGREN. Yes, sir; that is what we are trying to do. And we have 
had much and splendid cooperation from many banks. 

But the point I wanted to make was this, that during the industrial depres- 
sion we have had our problems, and those have been pretty serious problems 
as you can imagine. 

The first one of those problems is the problem which we are trying to solve 
by two of these bills, namely, by S. 1640 and S. 1641, the two short bills. The 
losses that the credit unions have had to absorb have been the losses due to the 
failure of their banks. I am not saying that by way of criticism of the banks, 
because I have been close to the situation and I know something of the diffi- 
culties that the banks have been up against. But I do say that in the protection 
of credit unions, so that the credit unions will be able to carry on, and carry on 
successfully, and to carry on safely and securely, they do need now the protec- 
tion that is given in these bills. 

Let me first take the bill having to do with the Postal Savings. Prior to the 
bank holiday somewhere between 500 and 600 of our credit unions had to absorb 
losses due to the failure of banks.. In many small communities today there are 
no banks left; and if what some of the bankers tell me is true, and I think it 
must be, there are going to be a great many small communities which in the 
past never should have had banks because they never were able to support 
banks, they never had the business that would warrant the overhead: that is 
incident to running a bank—that many of those small communities are going to 
be without banks. 

I was approached recently by a business man of parts who purported to repre- 
sent the two largest banks in his State, urging that we now cooperate to make 
a survey of his State with the thought in view of locating these places where 
there should be some kind of banking service, but where the communities are too 
small according to the experience of banking in that State to warrant the organi- 
zation of a commercial bank, with the thought that these banks would cooperate 
with us, and that we organize little community credit unions in those places of 
the type which have been so successful in Germany. 

But in many of our small credit unions we found ourselves prior to the bank 
holiday and since with no place where we could put money except in a safe- 
deposit box or even failing that perhaps in an ordinary safe. Perhaps the union 
was located in a town where there was not even a good safe deposit department 
available for our use. And many of our credit unions have all during that period 
been writing me and asking, “Can we now take our account, to the extent of 
the limits provided in the law”’—which I believe is $2,500—“and put it in the 
Postal Savings’? While it is, of course, true that the Postal Savings was designed 
to take care of the small savings of individuals, yet it is equally true that every 
credit union is nothing but that, except that a credit union is an accumulation of 
the small savings of several individuals of small means. 

The average credit union does not carry a very great balance in the bank 
because we keep our money working all the time. But if a credit union in a 
community has no other place to take its money, and if it could take its money 
down to the Postal Savings and put its money in up to the limit of the Postal 
Savings law, it does not seem to me that that would either bother the admin- 
istration of the law or violate the principle of the law; because, as I say, every 
one of those accounts would be an account composed of lots of little individual 
items, of the small accounts of the credit-union members. 

Senator Go_pssoroucH. You spoke about some of the losses sustained by reason 
of the bank holiday. The bill, S. 1640, provides that you shall have the authority 
to deposit funds of credit unions in the Postal System. 

Mr. BERGENGREN. Yes, sir. 

Senator Go_pssnorovucHu. Heretofore I suppose you have been making your de- 
posits where your money was not kept working, though you endeavored to keep 
it working as far as possible——— 

Mr. BERGENGREN. Yes, sir. 
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Senator Go_pssporoucu (continuing). In the various State and National banks? 

Mr. BERGENGREN. Yes. And we shall continue to do that. 

Senator GotpssporoucH. And this law would have the tendency to take them 
out of those institutions and put them in the Postal Savings, would it not? 

Mr. BERGENGREN. I think, Senator, the tendency would be this—and this is just 
what the credit-union people tell me: They would not cease their checking opera- 
tions with the local banks, because they could not very well do that if there is 
a local bank. But you must bear in mind that in many of these communities, 
there are no banks, and very little prospect of having banks. But a credit union 
needs a checking system, and therefore the credit union is going to do business 
with a commercial bank always if one is available. Incidentally, we have not had 
a run during the depression. 

CREDIT UNIONS 


Take, for instance, the schoolteachers of Detroit. There is a very large credit 
union with about $450,000, doing a magnificent service for something like 3,000 
schoolteachers in that city. That credit union is run in splended fashion. It 
is in g-eat shape. And then along comes the bank holiday and tied up ail of 
its cash, tied it up in knots, If that credit union had been able to keep, for 
example, some money in a Federal Reserve bank just to have it there so that 
when the emergency came it could go to the Federal Reserve bank to draw 
against its deposits, that fact would not have interrupted its normal business 
with its bank. Its checking business would have gone on just the same with 
some operating commercial bank. 

But a credit union operates on a weekly basis with the money coming back 
each week from repayment of loans which are all paid on an installment basis, 
and payments of shares which are all paid on an installment basis, so if a credit 
union in an emergency can have in a Federal Reserve bank a relatively small 
deposit, so that it always has got some cash that it can lay its hand on, the credit 
union is going to get along all right. 

I understand that the Glass bill, for example, provides that Morris Plan Banks 
can have membership in the Federal Reserve System. I am in favor of that. 
The Morris Plan Banks are doing a splendid job. The small-loan field is a very 
large one. The exactions of usurers in this field, however, are very great. For 
instance, one man borrowed $30 and his receipts showed that he had paid in 
interest $1,080, and he was then sued for the $30, and that was, it seemed to 
me, rubbing it in. He paid 3,600 percent for the time he had the loan. 

Senator Go_psporouGgH. Do you have any usury laws in your State? 

Mr. BERGENGREN. Well, they are a good deal like the prohibition laws. The 
man who needs to borrow money is completely at the mercy of the only man who 
will give it to him. I had a case in my office the other day of a principal of a 
grammar school who brought in a roll of receipts on money that he had bor- 
rowed. I said to him, “I am glad you paid it up.” He said, “I have not paid 
anything on the loan. This all represents interest.” I said, “Do you mind if 
I put it through the adding machine?’ He said “No.” He had paid during a 
year and 10 months in interest the principal sum 14 times over and he still 
owed the principal sum. He did it to Save the life of his wife. And he did 
pretty nearly what any one of us, I guess would do. 

The Morris Plan Banks have been recognized by this new banking bill as 
organizations which should have access to the Federal Reserve System. I be- 
lieve in that. I think it is fair. I think itis fine. I think it is an improvement 
of the Federal Reserve System. But it Seems to me that it would be rather 
illogical not to permit credit unions to have similar rights. These credit unions 
are composed of working people. They are composed of the people who have 
the smallest savings, whose savings should be subjected to the greatest possible 
safeguards. 

Senator GoLtpssporouGH. Are you going to give us an outline of S. 1639? 

Mr, BERGENGREN. I made a little brief with a few supporting statistics sum- 
marizing each of the bills in one short paragraph, and then the arguments in 
favor of it. I thought if you cared to take that you would have the whole story 
in there. 

Senator SHEPPARD. Would it not be well to put that statement in the record at 
the close of your remarks, as a supplement to your remarks? 

Mr. BERGENGREN. I will be glad to do that. 

Senator BANKHEAD. You may put that statement in the record. 

Senator SHEPPARD. At the close of your remarks, 
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Mr. BERGENGREN. I would like to leave the two short bills for a moment and 
proceed to the long bill, because this long bill is more complicated. . I can ex- 
plain it very briefly. That is S. 1639. Before I leave particularly the bill which 
has to do with our possible association with the Federal Reserve bank, I do 
hope and do most earnestly beseech you gentlemen that that bill be incorporated 
as nearly as possible in the Glass bill, which is now, as I understand, pending 
before Congress. 

Senator BANKHEAD. That is a question, because the Glass bill has passed the 
Senate. 

Senator Go_pssoroucH. It is in conference. 

Senator BANKHEAD. It isin conference. We could not put anything in it now. 

Senator Go_pssoroucH. No; we cannot put anything in it now. 

Mr. BERGENGREN. Then I hope very much, in spite of the fact that I realize 
that this session is coming very shortly to a close, that this short bill, the prin- 
ciple of which seems to me so clear, the precedent for which has been so estab- 
lished by including the Morris Plan Bank in the Glass bill, that with these credit 
unions all over the United States carrying on so successfully and doing such a 
magnificent job, that that bill might be enacted. 

I might say, incidentally, that there have been 92 credit unions organized 
since April 8. Credit unions are one form of banking. I do not know whether 
I ought to use the word “banking,” because at home whenever there are any 
penalties handed out we are “banks,” and when any medals are being distributed 
we are not “banks.” As I said, since April 8, 1933, 92 credit unions have been 
organized in the United States, and, as I have noted, we still have a record 
which has never been even approximated. That, it seems to me, entitles us to a 
great deal of consideration. 

Senator BANKHEAD. Let me ask you a few questions right here so that I can 
get this organization more clearly in my mind. Have you got a central organi- 
zation, or is it all limited to groups? 

Mr. Bercencren. The Credit Union National Extension Bureau, which I rep- 
resent, is Mr. Filene and myself in a sort of partnership in extending credit 
unions as a disinterested public service. For that we get nothing directly or 
indirectly. There is no obligation that attaches to anything we do. The only 
influences we have over credit unions is moral. I mean by that, we organize 
them, and we have had a lot to do with getting laws through, and when a ques- 
tion comes up involving the interpretation of a tax law, for example, we handle 
that for them. 

Senator BANKHEAD. Your services are entirely patriotic? 

Mr. BERGENGREN. Entirely. Mr. Filene has financed this work since we 
started it in 1921, completely out of his own personal purse. I do not know 
whether you know Mr. Filene or not. He is a bachelor, and for many years I 
have been identified with him, mostly spending his money. Mr. Filene is the 
only man I know of that does not own an automobile. Mr. Filene’s conception 
of life is to turn his money as much as possible into disinterested public service. 

Senator BANKHEAD. You organize local groups? 

Mr. BERGENGREN. Yes. 

Senator BANKHEAD. Let us say, for instance, you go to Baltimore and you go 
into a certain kind of a store. Do you include just one store in that group? 

Mr. BERGENGREN. Yes. The organization of a group depends to a certain ex- 
tent on geographical distribution. For instance, members of the union have 
to be close enough geographically so as to operate effectively. 

Senator BANKHEAD. Take the clerks in stores. Who are eligible in the group 
if you organize one in Baltimore? 

Mr. BerGeNGREN. Take, for instance, the Tennessee Coal, Iron & Railroad Co. 
in Birmingham, Ala. There we have the T.C.I. Credit Union. 

Senator BANKHEAD. And it is limited to a single employer? 

Mr. BERGENGREN. Yes. 

Senator BANKHEAD. The group, then, must be composed of people employed 
by the same company? 

Mr. BERGENGREN. Yes, or on the other hand, it might be such an organization 
as those we are organizing in cooperation with the National Catholic Welfare 
Conference. We are organizing a great many of them in cooperation with the 
conference. 

Senator BANKHEAD. In the same town you may have a great many groups? 

Mr. BERGENGREN. Yes. 

Senator BANKHEAD. Is there any coordination or association between those 
groups in a certain town? 
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Mr. BERGENGREN. If there are enough of them, they are very apt to get to- 
gether in some kind of informal city organization. 

Senator BANKHEAD. But you have no real plan or requirement? 

Mr. BERGENGREN. No. We have no plan for that; but we do have a plan for 
their organization in State leagues. For instance, Alabama has already an 
informal State league. 

Senator BANKHEAD. But each company group is a separate unit? 

Mr. BERGENGREN. Yes; an entirely separate unit. 

Senator BANKHEAD. And what is the minimum number of the membership? 

Mr. BERGENGREN. We have not found it practical to organize a credit group 
unless there be 50 potential members. Otherwise it would be too small. 

Senator BANKHEAD. What is the cost of the individual share? 

Mr. BERGENGREN. $5. Payable 25 cents a payday. Or he can pay for it in 
eash if he wants to. 

Senator BANKHEAD. He pays his 25 cents on each payday? 

Mr. BERGENGREN. Yes. 

Senator BANKHEAD. Suppose you had two paydays a week? 

Mr. BERGENGREN. It would operate probably on a weekly basis, because the 
management of the credit union is also within the group, and there would be 
a lot of detail in operating a credit union on the basis of paying twice a week. 

Senator BANKHEAD. Have you any uniform rule as to so many payments a 
month? 

Mr. BERGENGREN. No; we have no uniform rule. 

Senator BANKHEAD. In some sections payment is made once a month; some- 
times twice. 

Mr. BERGENGREN. Take, for instance, the postal credit unions, 298 of them. 
They operate on a semimonthly basis because in the Postal Service they are paid 
on the semimonthly basis. 

Senator BANKHEAD. Is that left entirely to the group as to how often they 
would make the payments? 

Mr. BERGENGREN. Yes. 

Senator BANKHEAD. Even though they receive their pay twice a week they 
arrange to make payments once a week 

Mr. BERGENGREN. Yes. I suppose 90 percent operate on a weekly basis. 

Senator BANKHEAD. The cost of a share, you said, is $5; and they pay on the 
basis of 25 cents weekly? 

Mr. BERGENGREN. Yes. 

Senator BANKHEAD. They only make 20 payments, then? 

Mr. BERGENGREN. Yes. But that is so and that is not so. You see, the theory 
of a credit union is this: Suppose I think I can save 50 cents a payday and I 
subscribe for two shares, paying a quarter a week on each one. By the time I 
have got that $10 saved I have got the habit of saving. I get no share certificates. 
All I get is a passbook like in any bank, and when the day comes when I have 
paid for those two shares, in 9 cases out of 10 I have forgotten all about them, 
and nobody reminds me about it. The theory is that in teaching them to save $5 
or $10 we teach them to save $50 or $100. 

Senator BANKHEAD. You do not issue certificates? 

Mr. BERGENGREN. No. 

Senator BANKHEAD. Why do you call them shares instead of just deposits? 

Mr. BERGENGREN. It is the wrong word. It is not a share in the ordinary sense 
of the word. 

Senator BANKHEAD. You referred to it as a share. 

Mr. BERGENGREN. I referred to it asa share. That is the way it is described 
in all our laws. But it is a unit of saving rather than a technical share in any 
sense. 

Senator BANKHEAD. Why do you make it a unit? 

Mr. BEeRGENGREN. Because you have got to have some basis of membership. 
You have got to know who belongs and who does not. 

Senator BANKHEAD. Well, a man belongs as long as possible? 

Mr. BERGENGREN. As long as he has got $5 in he is a member in full standing. 

Senator BANKHEAD. He has got to have $5 in it before he is a member in good 
standing? 

Mr. BERGENGREN. Yes. Although most of our State laws provide that, for 
a short period, in order to get the credit union going he is a member from the time 
he starts paying. That is, to get it going. 

Senator BANKHEAD. And after he gets one share paid for he is a member. 
Suppose his employment with that group terminates? 
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Mr. BerGENGREN. He can withdraw his money. 

Senator BANKHEAD. He could not continue, then, as a member of that group? 

Mr. BERGENGREN. Not in most credit unions. 

Senator BANKHEAD. Although he is a shareholder? 

Mr. BERGENGREN. Not in most credit unions, because in the credit union the 
members have to determine credit, and we have been through these 3 years of 
terrible and trying time with no very serious loss in our small-loan business, so 
we must be pretty good at it. But in a credit union we have a few rules that are 
different from the rules of the banks. When you apply for credit in the credit 
union the law says that the loan may only be made for a provident purpose, so 
the first object is to find out whether this loan is going to help me or hurt me. 
If it is going to hurt me, they cannot make the loan to me, no matter how good 
my credit is. 

Senator BANKHEAD. I am discussing the membership. 

Mr. BERGENGREN. Well, that is what I am getting at. I am trying to answer 
your question to this effect: That the determination of whether the man shall 
have that loan or not is such a personal matter that if he withdraws from the 
group and goes off yonder somewhere, he is supposed to withdraw from the credit 
union, because it is too difficult to follow him. They predicate so much on their 
personal knowledge of the man that if he withdraws from the sphere of opera- 
tion of the union, they appreciate that they cannot continue thereafter to have 
that personal knowledge of him which they need. 

Senator BANKHEAD. In other words, he is out of the group, whether voluntarily 
or involuntarily, whether he quits his job or he is discharged, released possibly 
because they do not need him. Then his membership is terminated? 

Mr. BERGENGREN. Yes. He withdraws his money and he is through. 

Senator BANKHEAD. Does he get any interest? 

Mr. BerGENGREN. He does if he has been in long enough so it has earned any 
interest. For instance, at the end of the year all of the earnings of the credit 
union resulting from making loans at a fair interest rate come back to him as 
dividends on what he paid in. 

Senator BANKHEAD. Can he pay more than 25 cents a payment? 

Mr. BeRGENGREN. Surely; if he wants to. 

Senator BANKHEAD. He can take any number of shares? 

Mr. BeERGENGREN. He can take any number of shares. He can pay at the rate 
of 25 cents per week or he can pay cash for them. Most of them do not pay cash. 
It only happens once in a while. 

Senator BANKHEAD. Suppose he loses his job before he completed his payment 
for a share? 

Mr. BerGencren. He would withdraw what he had paid in. 

Senator BANKHEAD. Who makes the loans? 

Mr. BeRGENGREN. The loans are made by a credit committee, which is a com- 
mittee of three chosen by and from the members. That committee is apt to be 
three perhaps older men in the group, who have pretty close, canny knowledge of 
what is going on in that particular group. 

Senator BANKHEAD. What sort or security do they use? 

Mr. BERGENGREN. Our credit laws all provide that a credit-union loan may 
be made up to $50 without any security. Over $50 the security is sometimes 
endorsements of the note. As the credit union develops it is apt to an assign- 
ment of what a man has got in. 

Senator Go_pssnoroucH. You never lend a man more than he has on deposit? 

Mr. BERGENGREN. Oh, yes. Sometimes a man will join for the first time for 
the purpose of borrowing. Of course, they have to take into account that he 
has no money in there, and they have to take into account that while he is 
paying he has to save. In other words, it is to dig him out of the hole and then 
fill up the hole behind him. 

Senator BANKHEAD. What rate of interest do you charge? 

Mr. BERGENGREN. The 38 credit union laws are uniform in that they provide 
that the directors of each credit union shall determine what interest rate shall 
be charged on loans. They provide, however, that the rate must not exceed 1 
percent a month on balances—that is, 1 percent a month on the amount of 
money the member has the use of for that month. Many credit unions discount 
interest generally at a rate of 5.9 percent, which on loans payable weekly is 
approximately the same as 1 percent a month on balances. In a credit union, 
however, there are no additional charges such as service fees, paper charges, 
and so forth. 
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Senator BANKHEAD. That is one thing I wanted to find out. What expense 
do you have in maintaining the unions? 

Mr. BERGENGREN. The only charge that the borrower has applied to his loan 
is the interest charge. One charge. That interest charge is the rate which 
that individual credit union has determined to be the rate, which must be 
within 1 percent a month on balances. 

Senator BANKHEAD. Any compensation to your own committee? 

Mr. BERGENGREN. All our laws provide that nobody can be compensated for 
anything except the treasurer, who is chosen by and from the directors, and 
he is the manager. He can be compensated in the amount that the directors 
determine, within limits set by the members. That is very carefully safeguarded. 

Senator BANKHEAD. As a matter of experience, what has been your cost of 
operation and maintenance? . 

Mr. BERGENGREN. Our cost of operation is very low. That is the reason we 
can operate at such a low rate. We have no vaults or anything like that; no 
overhead. Our average operating cost is less than 1 percent. 

Senator BANKHEAD. What is your present method of operation? 

Mr. BERGENGREN. All the credit unions are supervised in the same way that 
the banks in the State are. For instance, Massachusetts has the same super- 
vision over credit unions as it has over banks and trust companies. We make 
annual report to the State banking department, and if the State banking de 
partment on examination found us insolvent or operating improperly, they have 
the same authority to close us up as they would have to close up a bank which 
was operating under their jurisdiction. 

Senator BANKHEAD. Are they required to make any reports to your organi- 
zation? 

Mr. BERGENGREN. No. But we have a provision in our laws that every credit 
union must post each month its balance sheet in the office of the credit union. 

Senator BANKHEAD. Which law do you mean? 

Mr. BERGENGREN. The 38 State laws under which our credit unions are oper- 
ated. The credit-union laws in these 38 States. 

Senator BANKHEAD. Are they uniform laws? 

Mr. BERGENGREN. Pretty much so. Every credit union is required to post 
monthly its balance sheet in the office of the credit union. That is a very simple 
balance sheet. So that the credit-union member can find out by looking at the 
balance sheet whether the credit union is growing, and so forth. That balance 
sheet must stay posted until the next month, when it is replaced by the new one. 
We try to get the credit unions, with fair success, when they make their monthly 
statements, to send us a carbon copy of them, so we do know pretty much how 
they get along. In addition to that I have written all the credit-union books. . I 
have to get the statistics. 

Senator BANKHEAD. In addition to the two small bills here, one making pro- 
vision for deposits in the Postal Savings banks and the other in the Federal 
Reserve banks, what is your need for Federal legislation? 

Mr. BERGENGREN. The third bill is a bill that is designed to accomplish two 
things. In the first place, to make possible the organization of credit unions in 
the United States under Federal jurisdiction, which would mean that, among other 
things, credit unions could be organized in the 10 States which have no credit 
union laws. That is the first thing. In other words, it has been found now that 
this type of organization, by a great deal of experience, works extremely well, 
and it seems to me in this particular crisis through which we are going it is 
terribly necessary that the credit unions could be organized everywhere. That 
is the first thing. 

The second thing it would accomplish, which is the more important thing, is 
part 2 of the bill, which provides that these credit unions both under Federal and 
State jurisdiction and under careful supervision may set up a central credit union 
in the State in which they operate. In that central credit union it would be 
possible to accomplish a great many things that credit unions need to accom- 
plish. 

Let us take a credit union in a city like Indianapolis. Take the credit union in 
a large store. That credit union is wondering already what to do because it has 
got upwards of one-half a million dollars in resources and has long since passed 
its peak in small-loans demand. Now, there is no particular reason in telling 
those folks not to save more money. In the State of Indiana the Indiana Farm 
Bureau organization is setting up many credit unions, each one limited to the 
members of the farm bureau in a given county. That would mean the bringing 
of cooperative credit to farmers, and, in my judgment, I think for the first time 
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the farmer is beginning to thing in terms of working out his own salvation through 
cooperative credit rather than through more legislation designed to make more 
arbitrary credits available to him. 

For example, if in Indiana the big credit union in the city could deposit in 
the central credit union the money that it does not need to use for its own 
small-loans demand, then that central credit union could make a loan of funds 
to a small rural credit union which was in good condition but which had a great 
deal more loan demand than it had resources, and it seems to me that the net 
result would be in the long run that there would be a considerable amount of 
credit and money flowing back from the city to the rural districts. It seems 
to me it would be a very good thing to encourage this flow of money from the 
cities to the rural districts. 

Senator BANKHEAD. Does 1639 provide for an organization? 

Senator GorpsrorouGH. That is to nationalize. 

Mr. BerceNnoren. Yes. To describe it very simply, the first half of it is a 
copy really of the District of Columbia credit union bill which you enacted in 
1932. But permitting credit unions, exactly following that plan, which was the 
plan we very carefully worked out at the time, to be organized anywhere in the 
United States. That is the first half of the bill. 

The second half of the bill is a provision that credit unions, whether organ- 
ized under State or Federal laws, could in a given State set up a central credit 
union, which would operate under the supervision of the Comptroller of the 
Currency, with a good many careful restrictions and regulations. 

Senator BANKHEAD. In other words, it is intended to coordinate all the groups 
within States into a Federal union? 

Mr. BerGENGREN. Yes. I think that would be a very fine thing to do. 

Senator BANKHEAD. Is that the purpose of it? 

Mr. BERGENGREN. To make it to a certain extent possible for credit-union 
money to be used for credit-union people all over the State. 

Senator BANKHEAD. Is it intended to go further and have one big national 
union to bring all the unions together into one? 

Mr. BERGENGREN. I do not know whether that would be desirable. 

Senator BANKHEAD. This bill authorizes the organization of a Federal credit 
union into which all local groups may come? 

Mr. BercencrREN. No. It authorizes the organization of one central Federal 
credit union in each State. 

Senator BANKHEAD. It does not go further, then, than the authority to or- 
ganize one group in each State? 

Mr. Rercencren. That is all. The thing that we are most vitally concerned 
with right now is the matter of association with the Federal Reserve System. 
For instance, I cannot see any logical reason why a credit union with assets of 
$2,000,000 should not merit the same connection and protection which was 
designed for banks of, say, similar size through the Federal Reserve System. 

Senator BANKHEAD, What are the total assets now of all the groups? 

Mr. BercENGREN. I do not suppose they are very large ; $55,000,000, I suppose, 
or $60.000,000. , 

Senator BANKHEAD. How much have you loaned out? 

Mr. Beraenaren. When we had $50,000,000 worth of assets, we figured out 
that we had about $84,000,000 of business annually. 

Senator BANKHEAD. Do you borrow any money to loan? 

Mr. BERGENGREN. Wo do some, but we are rather conservative. 

Senstor BANKHEAD. How do you borrow—by individual endorsement of the 
group? 

Mr. BERGENGREN. We borrow from our banks. That is the difficulty we have 
now—we cannot borrow from banks. A large credit union would establish a 
line of credit with its bank. Most of the credit-union laws provide that they 
can invest money that is idle, and we encourage them to have Government bonds. 
Most of the idle money is invested in Government bonds. 

Senator BANKHEAD. Are these local groups incorporated or are they voluntary? 

Mr. BERGENGREN. No: they are incorporated under these State laws. The 
State laws provide the form of incorporation. 

Senator BANKHEAD. No further liability on the members for loans made by 
members of the group? 

Mr. BERGENGREN. No. Of course, a credit union has hardly any liabilities. 
I mean the operating costs of the credit unions are very, very small—no bills. 
The outstanding bills payable of all the credit unions in the United States are 
only a few thousand dollars right now. 
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You can get a conception of the postal credit unions from this setup which we 
have made here. I doubt if there was any business in the United States in the 
year 1932 that could duplicate those figures. 

Senator GoLpsporouaH. No assessment upon shares? 

Mr. BERGENGREN. No. If you will examine these figures of the postal credit 
unions for the year 1932 you will see that during that year they increased their 
resources from $5,078,000 to $6,167,000. They paid an average dividend of 6.59 
percent. Their reserve resources total over $500,000. Their total losses since I 
organized the first one have been two one-hundredths of 1 percent on a total 
business of $29,000,000. 

Senator BANKHEAD. Senator, is there anything else you want to ask? 

Senator Go_pssoroucH. No. 

Senator BANKHEAD. Is there anything further that you feel you ought to state? 

Mr. BERGENGREN. Only this, Senator, that I hope very, very much that you 
will give very serious thought, particularly at this time, to this bill S. 1640. In 
another Congress these other matters will come up, and they will be very impor- 
tant, but the thing that is right now most important to us is S. 1640. If we can 
have for the balance of this period of difficulty, the duration of which none of us 
are able to foretell—if we can have during this period the protection under any 
rules and regulations that may be set up, of the Federal Reserve System for our 
larger credit unions it is going to help us tremendously. 

Senator GoLpssporoucH. The home of these concerns is largely in New England, 
is it not? 

Mr. BERGENGREN. Not now. 

Senator GoLpssorouGH. That was the cradle of it? 

Mr. BERGENGREN. Yes; originally in the United States, but right now they are 
largely in the section of the United States known as the Middle West. 

Senator GoLDSBOROUGH. How many of these credit unions have you now in 
Maryland? 

Mr. BERGENGREN. I do not know. 

Senator BANKHEAD. Is there anything more you wish to say? 

Mr. BERGENGREN. I have nothing more except to tell you how grateful I am. 
I want to thank you very much for giving me this opportunity to present this 
to you. 

(The statement presented by Mr. Bergengren is here printed in the record as 
follows :) 


“STATEMENT SUBMITTED BY ROY F. BERGENGREN, EXECUTIVE SECRETARY OF THE CREDIT 
UNION NATIONAL EXTENSION BUREAU, REPRESENTING CREDIT UNIONS 


“Description of the bills 


“The three bills (S. 1639, 1640, and 1641) have two purposes: (1) to strengthen 
credit union depositories; (2) to encourage the rapid development of credit 
unions. Both purposes are of emergency importance for the reasons hereinafter 
set forth. 

“S. 1640 would authorize credit unions to deposit in and to borrow from 
Federal Reserve banks, thereby protecting particularly the large city credit 
unions of wage workers when their banks of deposit fail. 

“S. 1641 would authorize credit unions to deposit in Postal Savings banks, 
thereby protecting credit unions particularly in small communities where, in 
many cases, there is now no banking service at all. 

“S. 1639 would authorize the organization of credit unions in the United 
States under Federal jurisdiction. Part I of this bill is copied from Public, No. 
190, Seventy-second Congress, which authorizes the organization of credit unions 
in the District of Columbia. Part II authorizes the organization in each State 
of aconee credit union to which the credit unions in that State would be 
eligible. 


“Definition 


“A credit union is a cooperative bank, organized within and limited to a specific 
group of people, managed by officers chosen by and from the specific group, 
operating under State supervision and subject to annual examination by the 
State banking department (with the authority in the department to close for 
cause), supplying its members with (1) an excellent system for accumulating 
savings which enables them (2) with their own money and under their own 
management to take care of their own short-term credit problems at normal 
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rates, with all resulting earnings reverting to the members of the specific group 
as dividends and surplus. 


“Credit union history 

“(1) The first credit union was organized in Flammersfeld, Germany, in 1848. 

(2) The first credit union law in the United States was enacted by Massa- 
chusetts in 1909. 

“(3) There are now similar laws in 38 States (3 of them, in Oklahoma, Wash- 
ington, and Pennsylvania, enacted in 1933) and, by action of the 1932 Congress, 
in the District of Columbia. 

“(4) There are now approximately 2,000 credit unions in the United States, 
with approximately 350,000 members and resources of more than $50,000,000. 
These credit unions are spread over 35 States and the District of Columbia. 
Between April 8 of this year and May 31, 88 new credit unions were organ- 
ized in the United States. 


“CREDIT UNION RECORD DURING THE DEPRESSION 


“(1) Ninety percent of all of the credit unions were organized, directly or 
indirectly, by the Credit Union National Extension Bureau, which is financed 
by Edward A. Filené, of Boston, Mass., as a disinterested public service. 

“(2) All credit unions, as noted, are examined by State banking departments, 
and would be closed by the examiners if found insolvent or operating improperly. 
Credit unions are examined as severely as are banks. 

“(3) In 37 of the 38 States there has not been a failure or a credit union 
closed. No credit union of wage workers has failed or been closed, no rural 
credit union has failed or been closed, no credit union organized by the bureau 
has failed or been closed. 

“(4) They have, although State examined and composed of the folks hardest 
hit by the depression and self-managed, come through the depression with the 
finest record ever established by any form of banking in time of stress. 

“(5) The largest credit union has several thousand members and resources 
of better than $2000.000. Some credit unions are very small. Attention is 
directed to the summary of operation of the 298 credit unions of postal em- 
ployees attached hereto. 

“(6) While most credit unions are organizations of city wage workers now, 
many rural credit unions are being organized in cooperation with the National 
Grange, the American Farm Bureau Federation, and the Farmers’ Union. 

“(7) The credit union is capable of almost limitless expansion. Credit unions 
(1) promote thrift; (2) by creating credit for their members at normal interest 
rates, eliminate usurious money lending and (3) educate their members in 
matters having to do with the more effective protection of their own savings, 

“(8) A credit union is a cooperative society in which each member has but 
one vote whatever his shareholdings, each credit union doing business solely 
with members. 


“WHAT LOSSES HAVE BEEN SUFFERED DURING THE DEPRESSION 


“(1) The only severe losses suffered by credit unions during the depression 
have been due to the failure of their banks of deposit. 

“(2) All three of the bills (S. 1639, 1640, and 1641) will help to relieve this 
situation by making it possible for credit unions to deposit in (a) Federal Re- 
serve banks, (b) in Postal Savings banks, and (c) in their own central 
depositories. 


“IF THE CREDIT UNION WORKS WELL, HOW MAY IT BE MOST READILY EXTENDED 


“(1) By enacting S. 1639, which makes credit union organization under Fed- 
eral jurisdiction possible anywhere in the United States, following the plan 
which has been carefully worked out in the many State laws.” 

Senator BANKHEAD. Senator Sheppard, is there anything further you wish 
to present to the committee? 

Senator SHepparp. No, except to renew my thanks for your kindness in giving 
me these hearings. 

Senator BANKHEAD. The subcommittee will now stand in adjournment. 

(Thereupon at 12:20 p.m., Thursday, June 1, 1933, the hearing was concluded. ) 
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CREDIT UNIONS IN DISTRICT OF COLUMBIA, 1959 


Mr. Parman. Since Mr. Bergengren mentioned about different 
credit unions serving different types of organizations, I am inserting 
herewith a list of the credit unions of the District of Columbia 1959 
serving employees of Federal Government agencies and U.S. military 
installations. It will be noticed that there are credit unions in the 
House of Representatives, in the different agencies represented by 
members of the President’s Cabinet, Federal Deposit Insurance 
Corporation, Federal Reserve Board, Internal Revenue Service, the 
U.S. Treasury Department, Federal Trade Commission, the White 
House and many others. 

It is as follows: 


CREDIT UNIONS IN THE DISTRICT OF COLUMBIA SERVING EMPLOYEES OF FEDERAL 
GOVERNMENT AGENCIES AND U.S. MILITARY INSTALLATIONS 


FEDERALLY CHARTERED CREDIT UNIONS 


Alliance Federal Credit Union (affiliated with Railway Mail Service). 

AMS Employees Federal Credit Union (Army Map Service). 

Andrews Air Force Base Federal Credit Union. 

Budget Federal Credit Union (Bureau of the Budget). 

Bureau of Customs Federal Credit Union (Treasury Department). 

Bureau of Engraving and Printing Federal Credit Union (Treasury Department) . 

Census Federal Credit Union (Commerce Department). 

Civil Aeronautics Federal Credit Union. 

Coast Guard and Bureau of Narcotics Federal Credit Union (Treasury Depart- 
ment). 

Congressional Employees Federal Credit Union {House of Representatives). 

Department of the Interior Federal Credit Union. 

Department of Justice Federal Credit Union. 

Department of Labor Federal Credit Union. 

Disbursement Division Employees Federal Credit Union (Treasury Department). 

FCA Employees Federal Credit Union (Farm Credit Administration). 

FCC Employees Federal Credit Union (Federal Communications Commission). 

Federal Deposit Employees Federal Credit Union. 

Federal Power Commission Employees Federal Credit Union. 

FHA Employees Federal Credit Union (Federal Housing Administration). 

FHLBB Federal Credit Union (Federal Home Loan Bank Board). 

FRB Federal Credit Union (Federal Reserve Board). 

Freedmen’s Hospital Federal Credit Union (Department of Health, Education, 
and Welfare). 

General Services Administration No. 1 Federal Credit Union. 

General Services Administration No. 3 Federal Credit Union. 

GSA Region 3 Employees Federal Credit Union (General Services Adminis- 
tration). 

Government Printing Office Federal Credit Union. 

Gravelly Point Federal Credit Union (Navy Engineers-National Airport). 

Headquarters Command, USAF Federal Credit Union (Bolling Air Force Base). 

HEW Employees Federal Credit Union (Department of Health, Education and 
Welfare). 

Internal Revenue Federal Credit Union (Treasury Department). 

Lafayette Federal Credit Union (former employees of Reconstruction Finance 
Corporation). 

Langston Area Federal Credit Union (Adjutant General’s Office—Department 
of the Army). 

Library of Congress Federal Credit Union. 

Marcom Federal Credit Union (Maritime Commission), 

NSA Federal Credit Union (National Space Agency). 

NAS Anacostia Federal Credit Union (Naval Air Station). 

National Archives Employees Federal Credit Union. 
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National Labor Relations Board Federal Credit Union. 

Navy Federal Credit Union. 

Navy Yard Federal Credit Union. 

National Capital Housing Authority Federal Credit Union. 
Northwest Federal Credit Union (Central Intelligence Agency). 
NLM Federal Credit Union (National Library of Medicine). 
NRL Federal Credit Union (Naval Research Laboratory). 
OCDM Federal Credit Union (Office of Defense Mobilization). 
OQMG Federal Credit Union (Office of Quartermaster General). 
Patent Office Federal Credit Union (Commerce Department). 
Pentagon Federal Credit Union. 

Public Debt Federal Credit Union (Bureau of Public Debt—Treasury Depart- 


ment). 

Public Health Service Federal Credit Union (Department of Health, Education 
and Welfare). 

Public Roads Federal Credit Union (Commerce Department). 

REA Federal Credit Union (Rural Electrification Administration—Agriculture 
Department). 

SEC Employees Federal Credit Union (Securities Exchange Commission). 

Senate Employees Federal Credit Union. 

Smithsonian Institution Employees Federal Credit Union. 

St. Elizabeths Hospital Employees Federal Credit Union (Department of Health, 
Education, and Welfare). 

State Department Federal Credit Union. 

Tacomis Federal Credit Union (Tariff Cominission). 

TMB Federal Credit Union (Taylor Model Basin—Navy Department). 

Trade Commission Federal Credit Union. 

Treasury Department Federal Credit Union. 

U.S. AEC Employees Federal Credit Union (Atomic Energy Commission). 

U.S. Civil Service Commission Federal Credit Union. 

U.S. Housing Federal Credit Union. 

Walter Reed Army Medical Center Federal Credit Union. 

White House Federal Credit Union. 





DISTRICT OF COLUMBIA-CHARTERED CREDIT UNIONS 


Agricultural Employees Credit Union. 

Department of Commerce Credit Union. 

GAO Employees Credit Union (General Accounting Office). 

In-Com-Co Credit Union (Interstate Commerce Commission). 

Post Office Department Employees Credit Union. 

Railway Mail Service Credit Union. 

Standards Credit Union (Bureau of Standards—Commerce Department). 
Veterans Administration Employees Credit Union. 

Washington Postal Employees Credit Union. 


{From the Congressional Record, May 25, 1954] 
THE WoRLD NEEDS CREDIT UNIONS 


Extension of Remarks of Hon. Wright Patman of Texas in the House of 
Representatives, Tuesday, May 25, 1954 


Mr. PATMAN. Mr. Speaker, I am inserting herewith an article by Roy F. Bergen- 
gren, which appeared in the April 1954 issue of the credit union publication, 
the Credit Union Bridge. It is as follows: 


“THE WORLD NEEDS CREDIT UNIONS 
“(By Roy F. Bergengren) 


“If we understand what further Communist penetration means to the world, 
to our country, to the credit union, and to you and me as individuals, then we 
may the better take steps to stop Communist progress. 

“Much has been written about communism. The word has innumerable defini- 
tions. Innumerable writers will write the word innumerable times in innumer- 
able articles today, and the morning paper tomorrow will probably contain more 
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references to communism than it will to anything else. It is a word) which makes 
people afraid. Sometimes it is simply an epithet, which one applies to someone 
else, merely to show how much he dislikes the individual whom he calls a Com- 
munist, because he can’t think of a worse word. 

“Before we get too jittery about communism we should occasionally define it, 
just to keep the record clear. Then we should note the purpose of the Communist 
government and the progress which it is making to establish that purpose in 
fact. This should lead logically to some consideration of what we can do to 
prevent the fulfillment of that purpose and any further progress toward it. 

“The difference between communism and democracy is, it seems to me, relatively 
simple. It has been repeatedly stated but will bear restatement if we are to 
understand the job we have to do. 

“Communism is based on the theory that the state is the master and that the 
individual, meaning you and me, is the servant of the state. The right to own 
property is eliminated. Individual initiative is destroyed. In practice, com- 
munism differs but little from the fascism of Hitler. There are no free elections. 
Power is concentrated in a topman, sustained by a few associates, all of whom 
have assumed authority without choice by the people. They are sustained in 
their control by absolute sway over the army and all the machinery for making 
war. This, incidentally, is probably one of the greatest weaknesses of communism 
because, with the military control gone, the Communist rulers are without power. 

“Early in the Soviet revolution, every attempt was made—not with complete 
success—to abolish the right to worship. 

“It is obvious that there can be no credit unions within:a Communist-controlled 
state. The credit union is economic democracy in action. Each credit union is 
self-governed and each member has 1 vote—and only 1 vote—and the right to 
cast it. It is logical, therefore, that credit unions are reviving rapidly in demo- 
cractically controlled West Germany. 

“At the opposite extreme of human association in government from communism 
is democracy. The democratic state is the servant of the people who compose 
it. The people elect their governors in free elections. They criticize their gov- 
ernors when they see fit. The people change their governors:when they are 
dissatisfied. Any form of dictatorship is abhorrent to a democracy. ‘Of, by, 
and for the people’ is an understandable code. Within the atmosphere of democ- 
racy the credit union readily takes root and flourishes. _We must, in the credit 
unions, keep vividly in mind that we can operate only within the framework of 
democracy. Our stake, therefore, in the prevention of the further extension of 
communism is prodigious. 

“We should also remember that communism long since declared war on democ- 
racy, openly, without equivocation or qualification. Communist leaders, from 
the very beginning, have made it clear that they are committed: to a plan of 
world dominion, of dominion over you and over me, whether we like it or not. 

“Communist leaders have made no secret of this conviction. Marx, Lenin, 
Stalin, repeatedly gave utterances to it. 

“Lenin expressed it this way: ‘The existence of the Soviet Republic side by 
side with imperialist states for a long time is unthinkable. One or the other 
must triumph in the end. And before that * * * a series of frightful clashes 
between the Soviet Republic and the bourgeois states is inevitable.’ 

“We must ever have it in mind that, in Soviet thinking, the one imperialistic 
and bourgeois state, which stands in the path of Communist control of the world, 
is the United States. 

“It is this avowed policy of Communist world dominion which accounts for 
the futility of diplomatic conferences with Russia. Communism does not recog- 
nize the validity of agreements. We deceive ourselves when we fail to under- 
stand that we are faced with an adversary which does not fight according to the 
rules of the Marquis of Queensberry—or any other rules. 

“How far, then, has Russia traveled, in a relatively few years, in their pro- 
gram of world dominion? 

“Take a look at the map of the world. In Europe, Russia is by far the largest 
national unit. Within Russian influence and present control are the Com- 
munists countries of Poland, Czechoslovakia, Hungary, Rumania, and Bulgaria. 
Russia controls the eastern sector of Germany and has a strong toehold in 
Austria. When the avowed purpose of communism is understood, there is nothing 
mysterious about Russian refusal to give up any territory which they control. As 
this is being written, the threat of Communist control of Italy grows hourly 
greater. All over the world there is a network of Communist intrigue, designed 
to capitalize any local weakness in favor of a switch to communism. 
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“Turning to Asia, we find that the continent is composed primarily of Com- 
munist Russia and Communist China, with Communist agitation in all the 
smaller surrounding countries. 

“Bishop Fulton J. Sheen, in a recent article in Collier’s, points out that 37 
out of every 100 people in the world are now under Communist influence. 

“That gives us the dimensions of the job. 

“We have two alternatives. We can build a wall around North America, with- 
draw within it, arm to the teeth and give the rest of the world to communism 
while we wait for the final struggle. That might be the right solution were it 
possible to build a wall which could not be scaled by atomic weapons. The other 
alternative is to accept leadership in a free world and to do whatever may be 
necessary to bring freedom to all parts of it. 

“It seems obvious to me that we have no choice. 

“Our first job then is to contain communism within its present boundaries. 

“As we face up to this problem we must appreciate again that communism 
is smart. It capitalizes want, destitution, and economic despair. It finds in 
the world ample areas where people, without hope for a better tomorrow for 
themselves and their children, will listen to promises, not knowing anything 
about Comnrunist performance. 

“In many books by well-qualified observers on the spot in countries, particu- 
larly in the Middle and Far East, we learn of these conditions which fertilize 
the soil for communism. We come face to face with landless, tenant farmers 
and city workers, crowded into slums, living in poverty, and always hungry. 

“When the Communist says to the man who has nothing. ‘Follow me and you 
will have everything,’ is it any wonder that such a man should listen? 

“Time and time again, in these books, we meet the high-rate moneylender, with 
a stranglehold on the people and on their economy. 

“Usury is something which we, in the credit unions, understand. The elimi- 
nation of loan sharks has been our objective from the beginning. The credit 
union is the most effective device as yet to come from the mind of man, capable 
of destroying usurious moneylending. 

“Usury in the underprivileged countries, where democracy now struggles with 
communism, is our part of the overall problem of preventing the further ex- 
tension of communism, by destroying the most flagrant abuse which makes 
people listen to Communist promises. 

“The business of containing communism within its present boundaries is a 
prodigious job. It calls for the combined operations of many democratic forces. 
Our part is within the field of small, personal credits. This is one of the most 
important segments of the entire problem. 

“If we can help to bring that measure of economic opportunity to submerged 
peoples which will prove to them the superiority of democratic action over Com- 
munist promises, we will do our bit for these people, for our country, and for 
the world. ' 

“Are we geared to do this? Will the credit union work in submerged 
countries? 

“We know what the credit union is doing in the United States and in Canada. 
Will it work as well in those parts of the world where the people lack every 
facility which has made North America so much a land of limitless opportunity ? 

“Let us take another look at the map of the world. 

“Prior to the Second World War, Rev. Allen Huber organized the first credit 
unions in the Philippines. They now have a good credit union law and need 
promotional cooperation. With the enactment of the Federal credit union law in 
1934, Lance Barden organized credit unions of Orientals in Hawaii. Father 
Peter Sullivan, a Jesuit missionary, is developing a splendid credit union move- 
ment in Jamaica and the Jamaica Credit Union League is a proud member of 
the Credit Union National Association. Another Jesuit, Father M. M. Ganey, 
took the credit union to the Caribs in British Honduras. Because of his success 
he was transferred to Fiji where he is already reporting credit unions. He 
writes of the ‘credit union hungry people of Fiji.’ Father Steele has a substan- 
tial credit union movement started in the Dominican Republic. A former league 
managing director writes me that her child’s seventh grade textbook contains 
reference to the work of another priest who is organizing credit unions in Natal 
West Africa. Every news release from Madison tells of increasing contacts and 
of new interest in the credit union program in many parts of the world. 

“We have the samples. We have the technique. We have the know-how. We 
have $2 billion of assets in 18,000 credit unions and own the most rapidly develop- 
ing life insurance company in North America. 
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“We have the money. We have the opportunity. We have the responsibility. 

“We received the credit union as a gift. Now it is our high privilege to give it 
‘to people who need it in those parts of the world where democracy is at grips 
with communism and where the credit union may become a powerful ally on the 
side of democracy. 

“I have suggested the following general plan of action to as many credit union 
people as I could reach. Every reaction to the plan—and they have been many— 
has been enthusiastically favorable to it. 

“The outline.is, of course, very tentative. The plan must be worked out care- 
fully. If, however, we are to carry the credit union to submerged people; we 
must do it now. The problem of containing communism is a present problem. 
It is the greatest problem confronting the free world and its solution cannot wait 
on too many tomorrows. 

“The suggestions subdivide as follows: 

“1. That we create the overseas department of CUNA and that we will assign 
to its direction a full-time, well-qualified man, to work under the direction of the 
national managing director. 

“2. That we invite, in the beginning, four countries, carefully selected on the 
basis of need and local cooperation (India, Pakistan, Malaya, and the Philip 
pines for example) to each send one qualified man to Madison for training. 

“3. That the men so chosen, plus those added from time to time, be constituted 
as the CUNA overseas field force and that they be trained to carry on credit union 
development. 

“4. That, in cooperation with them, we cause to be prepared adequate pub- 
licity materials, accounting forms, etc., in the language of the countries in which 
werk is to be done, and that we supply them without charge. 

“5. That these men, when trained, return to their respective countries and go 
to work, developing a credit union movement in each country. 

“6. That the plan be extended after the technique has been adequately estab 
lished. 

“7. That the CUNA overseas department cooperate in every possible way with 
such outstanding agencies at work in this field as World Neighbors, Inc., CARE, 
Inc., the point 4 program, with the local governments and with any and all 
agencies working to improve the economic lot of the people. 

“8. That the organized credit union movement finance the whole program, 
including salaries and travel of fieldmen, etc., and that an adequate plan of 
financing be worked out. 

“It is a most happy circumstance that the planning committee of the executive 
committee had this general subject under careful consideration. Such a plan 
could be worked out for consideration by the May meeting of the Credit Union 
National Association. 

“The whole foundation of the program is to be found in the acute economic 
needs of people. If we can bring the credit union to them, lifting from their 
backs the curse of usury, they, in their new found freedom, will be increasingly 
receptive to everything the free world has to offer. 

“We in the credit union movement, have long been committeed to one basic 
objective, to prove that the principle of the brotherhood of man is a practical 
principle, to be taken literally. We believe we can make it work. 

“In Mark it is related how the risen Christ appeared to His disciples and ‘He 
said unto them, go ye into all the world, and preach the gospel to the whole 
creation.’ 

“Believing the credit union to be consistent with His principles, I offer the 
thought that that would be His instructions to us. 

“( Ep1Tor’s Nore.—During recent months CUNA has rapidly increased its world- 
wide encouragement of credit unions as a means of economic democracy and 
will-being of all peoples through membership in CARE, through contacts with 
officials of the point 4 program, the United Nations, and the Pan American 
Union, through development of CUNA-CARE self-help centers in the.Philippines, 
‘and through an increasing volume of correspondence with peoples of the world, 
mostly as a result of CUNA’s public-relations program and advertising in na- 
tional magazines. Visitors, encouraged by Federal and United Nations officials, 
come to Filene House to learn about credit unions, and to bring the idea back to 
their homelands. During the past week, for instance, visitors have come from 
Germany, Mexico, and Chile. Finally, CUNA planning committee, appointed by 
President Yates, has made overseas development a major objective for the future. 
Mr. Bergengren’s article is a notable expression of the urgency of this worldwide 
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vision and thinking that is being felt increasingly by the whole credit union 
movement. ) 

“*And how do you fight communism in the underprivileged countries? Do you 
fight it by telling your people about your television, your automobiles? Is that 
the way to fight it? No. You send doctors, scientists, technical experts to the 
underprivileged countries. You fight it with unselfish aid * * * from individ- 
uals and groups as well as from their nation.’ (Trygve Lie, former Secretary 
General of the United Nations.)” 


{From the Congressional Record (House), Mar. 7, 1955] 


CREDIT UNIONS ARE THE ANSWER FOR UNMERCIFUL LOAN SHARKS AND 
RUTHLESS SHOTGUN LOAN OFFICES 


Mr. PatTMAN. Mr. Speaker, a recent article in the New York Times—January 
17, 1955—tells how household workers, tradesmen, and Government employees 
in Pakistan are burdened by excessively high interest rates. A Hindu launderer 
pictured in the Times with his family is reported to have paid over $1,200 in- 
terest on $3.58 borrowed in 1951. 

It was not too many years ago that Americans faced with emergencies of one 
sort or another, and in need of credit to finance payment found themselves in 
somewhat similar circumstances. 

Even today there are many individuals who are not accommodated by their 
local banks. They turn to the small loan and finance companies where they pay 
large sums of interest on their borrowings. 

However, unlike the Pakistani, these people can avoid excessive borrowing 
costs. . This has been made possible by the organization of credit unions. I in- 
sert in the Record the remarkable story of the credit union which appeared in 
the September 1954 issues of Changing Times, the Kiplinger magazine. 

I also insert the article from the New York Times of January 17, 1955, entitled 
“Poor of Pakistan Sorely Burdened.” 


(“From Changing Times of September 1954] 


“You Can Start A CrepIT UNION—THE PROCEDURE Is SIMPLE AND You WILL 
Get PLENTY oF HELP—THEN You Have A Goop PLace TO Put MONEY AND TO 
Borrow From 


“By starting a credit union, a group of people solve two common problems— 
where to borrow money at reasonable rates and where to save it at profitable 
rates. 

“If this idea appeals to you, and you do not already belong to a credit union, 
you may want to get one going. But first you will want to know more about 
what a credit union is, how it operates, and how much work is needed to set 
it up. 

“The simplest definition of a credit union is this: An organization of people— 
usually people employed together—who agree to save their money together and 
to make loans to each other at low rates of interest. 

“Members of a credit union deposit money, preferably on a regular basis, in 
any amount from 25 cents on up, for which they receive shares in the credit 
union. Usually a share is worth $5. The money they deposit becomes a fund, 
available to all members for borrowing. The maximum rate of interest on 
borrowed money is 1 percent a month on the unpaid balance. In some credit 
unions the rate is a bit lower. 

“Loans are made on the approval of an elected credit committee, and no 
security is required on loans under $300 to $500, depending upon the operating 
charter of the credit union. Amounts in excess of the unsecured limit may also 
be borrowed on a car or some other security. Loans are granted quickly with a 
minimum of redtape. 

“The credit union will, of course, show a profit from its lending operations 
if everything works out OK. After expenses are paid and a small reserve for 
bad debts is set up, the remaining money is returned to the shareholder mem- 
bers as dividends. The amounts of dividends vary, but they average 3 percent 
a year. 

“How can a credit union lend money at lower rates and pay its members 
higher dividends than most comparable commercial organizations? Because 
the credit union is a nonprofit cooperative organized among a selected group 
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of people—which means that it pays less in taxes, in salaries, in credit investi- 
gation and collection costs, and in general overhead. 


“NINE MILLION MEMBERS 


“Because the credit union is such a simple device and is so successful 
in meeting the financial needs of a large number of people, credit unions are 
springing up all over the United States and Canada at a rate that has surprised 
even their most enthusiastic supporters. 

“At this moment there are roughly 9 million credit union members in the 
United States and Canada. There are some 18,000 credit unions with assets 
of more than $2% billion. It is estimated that credit unions were the source 
of roughly 11 percent of all consumer borrowing last year. 

“Some of the largest credit unions with assets of millions of dollars employ 
a large staff of paid clerical help. Others operate with no paid help whatso- 
ever. (Officers always serve without pay, except the treasurer, who may get a 
salary.) Credit union operation is fairly standardized, and experts in book- 
keeping and accounting, although desirable, are not necessary to the successful 
operation of a small association. As few as 50 people actually can have a credit 
union. 

“IT’S EASY TO GET GOING 


“You will be pleasantly surprised to learn how easy it is to form a credit union. 
You don’t need a lot of money and a battery of lawyers or accountants, and it 
doesn’t take much time. A credit union can be organized in a month with the 
work of only a few people, and you can get expert help in organizing one without 
any charge whatsoever. 

“But first ask yourself which group of people would be the most logical to 
organize. Would it be the people you work with, the members of your union, 
the members of your church, or the people who live in your neighborhood? Credit 
unions have been established under the sponsorship of all kinds of groups. One 
credit union limits its membership to descendants of certain families, and another 
was formed by members of a poker club. 

“Most credit unions, however, are established by groups of employees in fac- 
tories, offices, banks, schools, or government. About 80 percent of credit unions 
are based on occupational groups, some of them under trade union auspices and 
some under employer auspices. 

“If you are a member of a group that is likely to be interested in organizing 
a credit union, here is a step-by-step outline showing how one can be set up. 

“1. Your first move is to get in touch with the Credit Union National Associa- 
tion, Filene House, Madison 1, Wis. Ask for literature describing credit unions 
and for the help of an organizer. His services are free. CUNA has a staff of 
19 such men, and many State credit union leagues also employ organizers. If a 
regular organizer isn’t available, someone from an existing credit union in your 
area will be asked to help you get started. 

“2. The organizer will go directly to the employer, the minister or the union 
president, depending upon the group to be organized, and explain the way a credit 
union works and how it can help its members. He will request and will usually 
get the cooperation of the sponsoring organization. In most cases, the company, 
church or union provides small office space for the credit union. Employers 
sometimes sanction payroll deductions for the purchase of credit union shares. 

“With cooperation assured, the organizer will then ask the sponsoring organiza- 
tion to call together a group of 15 or 20 people from all ranks of the organization. 
The purpose of this meeting is to sell the credit union idea and to get the charter 
application signed. 

“3. At this charter meeting, the organizer will again explain the aims and 
usefulness of the credit union and will answer questions. And in order to get 
things going, he will then ask whether the group is really ready to go ahead and 
file an application for a charter. 

“4, Seven or more members are required to sign the application, and each of 
them may be asked to contribute a small amount, usually about $5, toward the 
charter fee. Later on, these signers of the charter application will be given 
shares in the credit union to reimburse them for their initial contribution. 

“5. With your application for charter you will also have to file a set of bylaws 
for the operation of the credit union. Copies of a standard set of bylaws are 
available from the organizer or directly from CUNA. 
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“6. At this same charter meeting you will select a committee to nominate a 
slate of officers for the credit union, including a president, a vice president, a 
treasurer, three members of the credit committee and a three-man supervisory 
committee. 

“7. With the slate of officers ready, the next step is to call an organization 
meetings. All members of the union, church, or neighborhood or fellow workers 
will be informed of the meeting and asked to attend. At this meeting officers 
will be elected, and a general summary of credit union aims and methods will 
be given to all prospective members. 

“Immediately after this meeting an open meeting of the newly elected board 
of directors and officers will be held to accomplish the following jobs: 

“Apply for a bond for the treasurer so that he may handle the funds; select a 
bank in which credit-union funds shall be deposited; set a limit, if any, on the 
amount of shares that any one member may hold; establish the rate of interest 
to be charged (not more than 1 percent on the unpaid balance) ; authorize the 
expenditure of enough money to buy supplies—a set of books, membership 
cards, etc. (usually it takes from $60 to $150, including the charter fee, to get a 
credit union going) ; set the time and place at which deposits may be made and 
loan applications received; approve all applications for membership; set the 
time and place of the monthly meetings of the board. 

“After these preliminaries, the credit union is ready to begin operation. 


“TAKES TIME TO GROW 


“Typically, only a small percentage of the potential membership will join the 
credit union at its earliest stages. Within the first year fewer than 10 percent of 
the group may sign up. But as a rule, credit-union membership doubles every 
year for the first 5 years, and assets do, too. 

“The number of participants in the credit union depends largely upon the kind 
of group you have and their experience with cooperative activities. In a plant 
where there are bowling and baseball leagues or in an office where there are 
frequent social affairs, a credit union will usually attract a large share of the 
potential members. Sometimes, however, the credit union itself is the magnet 
that draws people together. 

“During the first year of operation, credit union officers and committee members 
should be in close contact with the organizer or with officers of a nearby credit 
union. Difficulties are bound to arise, and experienced help will be a blessing. 


“ORSTACLES YOU MAY ENCOUNTER 


“Sometimes, of course, organizing a credit union turns out to be difficult. 
Here are some of the stumbling blocks. 

“Lack of leadership: the organizer and others interested in forming a credit 
union should be careful to pick as leaders people who are respected and who have 
influence among the members of the group that will form the credit union. The 
election should not be a popularity contest. The office of treasurer is particu- 
larly important. He or she should be a person to whom other people can bring 
their troubles—and a person of excellent reputation. 

“General or specific opposition: Occasionally the sponsoring group for the 
credit union will oppose the organization on principle. And in some cases, 
opposition comes because the credit union may interfere with an existing and 
profitable loan-shark racket. 

“Most often it is simply a lack of understanding of how a credit union works 
that causes friction. A good organizer can overcome most of that opposition. 
As a matter of fact, there are far more credit-union supporters among company 
presidents and union leaders than there are critics. 

“Poor timing: A successful credit union cannot be organized unless there is 
some live, current need for it and some willingness—at the crucial time—on the 
part of a small group of people to do the organizing job. 

“If your efforts are successful, you will have created an organization that is 
truly a help to many people. As the credit union grows, you will notice that 
more and more of its members develop regular habits of thrift and that fewer 
and fewer of them become overburdened with heavy debts at high rates of in- 
terest—in short, that the members begin to learn how to manage their money 
wisely. 
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“HOW A CREDIT UNION STACKS UP FOR BORROWING AND FOR SAVING 


“As you can see, it is a better-than-average place to get a loan and a good 
place to keep your money. 

“If you borrow $100 and repay it in 12 monthly installments you will pay this 
much interest or carrying charge: 

“Personal loan from a bank: $4 to $12; most loans range between $6 and 8. 

“Life insurance policy loan: $2 to $3 if repaid monthly. 

“Auto loans from banks or finance companies: $3 to $6 on new cars; $5 to $18 
on used cars. 

“Carrying charges. on installment purehases: No common rate; may cost 
from $3 up to $25 or more. 

“Small-loan company: $13 to $24. 

“Credit union: $6.50 most common; may be a bit lower. 

“If you have $100 in savings you will get this much in annual dividends or 
interest : 

“Bank savings account: $1.50 to $2.50. 

“Savings bonds: $3 if held 10 years; interest first year about 1 percent. 

“Savings and loan associations: $2 to $4. 

“Credit union: Usually $3.” 


{“From the New York Times of Jan. 17, 1955] 


“Pook OF PAKISTAN SORELY BURDENED—SOME VICTIMS COMMIT SUICIDE AND 
AutMostT ALL ARE Forcep To Pay INTEREST FOR YEARS 


“KARACHI, PAKISTAN, January 11.—Organized moneylenders, the bane of 
Pakistan’s poverty-stricken millions, are driving victims to suicide. 

“These giant Pathans, who hail from the rugged northwest frontier province 
and are recognized by their heavy, steel-tipped' walking sticks, black-turbaned 
heads, and mercurial tempers, work with brutal efficiency. 

“Here in the capital of a Moslem state where usury is forbidden by Islamic 
law, they prowl day and night, striking terror in the hearts of household serv- 
ants, tradesmen, and Government employees from whom they collect interest 
at the rate of 25 percent a month on loans of 100 rupees ($30.58) to 500 rupees 
($152.95) made 10 and 15 years ago. 

“The Pathan has never been known to insist on repayment of principal, and 
a borrower’s offer to repay a loan is refused with a gesture of magnanimity that 
discourages a second try. 

“Attempts to escape or to enlist the support of the law are thwarted. 


“INFORMAL NEGOTIATIONS 


“Negotiations are most informal, yet most binding. They usually begin in 
the dimly lighted corner of a fly-ridden tea stall, the office of the ubiquitous 
Pathan. A potential client is conspicuous, his worried facial expression re- 
flecting the delayed but unavoidable decision that there is no one else to whom 
he can turn. 

“Timidly he takes an adjoining table and smiles nervously across to the 
usurer. Sometimes, a borrower will tell you, he wanted to turn and run. The 
memory of a suicide who could find no other way out of the Pathan’s debt, the 
thought of not being able to repay the loan if he lost his job—these almost 
deterred him. But the need for money to pay his child’s doctor bill or to buy 
a peddler’s cart or clothes for the clerical job he finally got, these outweighed 
his fears. 

“The gambit acknowledged, the Pathan invites the victim to join his table. 
In the unhurried custom of the East they chat with apparent amiability for a 
few minutes and then, in the din of native song from a radio, get down to 
business. 

“The client needs 300 rupees ($91.74). He signs a note for 600 rupees 
($183.53), a cautious procedure insisted upon by the moneylender for his own 
protection should the case get to court. The borrower receives 225 rupees 
($68.80), the 75 rupees ($22.94) withheld representing interest payment for 
the first month. 
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“LEGAL ACTION DISCOURAGED 


“The practice of recording the loan at double the amount gives the Pathan a 
possibility of assurance that if the client dares bring the matter to the claims 
court, the magistrate would recommend settlement by payment of half the prin- 
cipal. There are few instances of this; the borrower knows that resort to the 
law usually is followed by violence against him by goondas, hired thugs who 
beat him between the Pathan’s temporarily unsuccessful collection visits. 

“One loan victim, Mohan, a Hindu dhobi (launderer), was freed by the 
usurers last week after an association that began in December 1941. In addi- 
tion to holding a receipt for the original loan of 100 rupees ($30.58) that he 
borrowed 13 years ago, the jubilant dhobi showed a collection of 157 receipts 
that represented interest payments of 25 rupees ($7.64) a month since Decem- 
ber 1941—a total of 3,925 rupees ($1,200.30) paid for the loan of 100 rupees. 

“Mohan, his wife and their four children occupy a squalid hut, rent free, on the 
grounds of a wealthy landlord in exchange for washing and ironing the clothes 
of his master’s family of eight. 

“Now that he is out of debt .to the loanshark, Mohan thinks of him as a 
friend. 

“Among the hundreds who share bitter memories of the vengeful Pathan is 
the family of a late victim ‘dealt to death’ according to police reports, ‘and 
eyes removed.’ 

“Apparently unable to prosecute the Pathans for flouting the religious injunc- 
tion against usury, legislators in at least one province are trying to enact a 
civil statute that would end the moneylenders’ racket. In the meantime they 


flourish.” 


[From the Congressional Record (House), Apr. 15, 1957] 
CrepIT UNrIoNs HELP SMALL BUSINESS’ 


Mr. PATMAN. Mr. Speaker, on last Thursday, April 11, I brought to the atten- 
tion of the House the proposal made by Mr. Edward T. McCormick, president 
of the American Stock Exchange, to the bankers of Wall Street, that they, the 
bankers, should appoint a special committee to study the credit problems of 
small business. Mr. McCormick proposed that the bankers should be ready to 
advise the small businessmen and should help in providing equity capital to 
them. I was happy to commend Mr. McCormick’s proposal and to repeat that 
which we have said repeatedly. that the Select Committee on Small Business is 
anxious to have the cooperation of the banks, the insurance companies, Govern- 
ment agencies, and all others who are interested in this problem of credit for 
small business. Our committee is, and has been for some time, laboring with 
this problem. Difficult as it is, in every aspect, we are determined to make a 
real contribution to its soJution. 

I want to call your attention now to the contributions being made by credit 
unions to small businessmen.in need of credit. 

I have always been grateful, and will always be grateful, for the opportunity 
which I was given to sponsor in the House the legislation which provided for 
the granting of charters to credit unions by the Federal Government. I have 
been grateful when the leaders of the credit-union movement in the United States 
turned to me to sponsor legislation, or to present their cause to this House. 

A year or so ago we began to seek for facts about the credit facilities which 
were available to small business. In this work we were offered, now and then, 
suggestions by representatives of small business. And one of the suggestions 
which came to us was that credit unions might provide us with a pattern which 
could be used to develop a credit facility for small business. Some of the leaders 
of the credit unions then offered to assist us, to assist us without cost to us, and 
without any reward for themselves. Thus I was interested in the story of 
Sterling, Colo. 

I wish that every Member of this House could get a copy of the credit union 
magazine, the Bridge, for April, and would then find the time to read the first 
article published in this issue, the article entitled “Setting Up Small Business.” 
The story is the story of the assistance given by the community credit union in 
Sterling, Colo., to the small businessmen of that city. 

“Up one street and down another in Sterling,” the writer reports, ‘you see 
small businessmen who either got into business, or expanded their business, or 
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kept their business through bad times, thanks to the Sterling community credit 
union.” 

On another page of the magazine you will find a map of the city of Sterling. 
Circles are drawn along the streets on this map to present graphically the pic- 
ture story of the businessmen and the businesses that have been helped by the 
eredit union. It will not be possible to reproduce this map in the Recorp, but I 
am going to ask that the article be placed in the Recorp at the close of my re 
marks. And I hope that it will be read and discussed widely. 

The story of Sterling is one of the most interesting stories of credit unions and 
their work. But we have learned, as we have sought for information, that many 
scores of credit unions throughout the country have been assisting some of their 
members who are small businessmen. Perhaps we have begun to find one of 
several ways to do a big job. 

Mr. Speaker, within a few weeks now there will be organized in four counties 
in Michigan a countywide credit union made up of the retail gasoline dealers in 
those four counties. The project has been developed and has been put on paper. 
The officials of the credit unions will meet in a week or so and will approve the 
final articles of incorporation and then will ask for a charter from the State of 
Michigan. The leaders of the Michigan Credit Union League have given of 
their time and all of their facilities to aid these small businessmen. The 
operation is a pilot-plant operation. Everyone interested is working together, 
contributing to each other from what they have. They want to know whether 
the credit-union road is one of the good credit roads for small businessmen to 
take. 

I want to refer to one fact as I present this information to the House. The 
accomplishment of the community credit union in Sterling, Colo., is due, in some 
part, at least, to the work of H. Vance Austin. I assume that some of you will 
know Mr. Austin. You will be glad to know that he is now the managing direc- 
tor of the Credit Union National Association at Madison, Wis. When my good 
friend, Prof. H. B. Yates, a good man and a great man from Texas, resigned as 
managing director of CUNA, a few months ago, Mr. Austin was elected to 
succeed him. I know that Professor Yates was happy to turn the responsibilities 
of that office over to his friend, Mr. Austin. 

I have wanted to pay tribute to Mr. Yates, and this is an opportunity to do so. 
He retired from the most important position in CUNA because his health would 
not permit him to continue in the job. He retired from the teaching profession 
some years ago, and as he retired he carried with him a tremendous asset of 
thousands of friends. He did most of the labor in building one of the finest credit 
unions in Texas, a credit union of teachers. He contributed much to the develop- 
ment of the national organization of credit unions. I am confident he established 
a record in CUNA which will become an example for his successors. And I know 
that he had complete confidence that Mr. Austin would justify the confidence 
Professor Yates had in him. 


“SETTING Up SMALL BUSINESSES—THE COMMUNITY CREDIT UNION IN STERLING, 
CoLo., HAS HELPED Start A Lot OF MEMBERS IN BUSINESS FOR THEMSELVES, AND 
BACKED UP OTHERS WHO NEEDED MONEY FOR EXPANSION 


“Mr. Average Small Business Man in Sterling, Colo., probably owes his business 
to the community credit union. 

“Wilfrid Foxhaven does; he runs a gas transport. Pete Hoppol does; he oper- 
ates a service station. Wayne Rossen does; he runs an elevator. Elbert Coats 
does ; he’s an auto specialist. 

“Up one street and down another in Sterling you see small businessmen who 
either got in business, or expanded their business, or kept their business through 
bad times, thanks to the Sterling Community Federal Credit Union. 

“Last year alone, with loan volume nearly $1 million, the Sterling Credit Union 
made 87 loans for investments in business ventures. These business loans totaled 
$210,821. In the past 10 years the credit union’s business loans probably totaled 
more than $1 million. 

“Some of these small businessmen got their credit union loans after being 
rejected by the banks. Others have always made a practice of going to the 
credit union first. 

“Most of the business loans run around $2,000 to $4,000. But they run as low 
as $400 and as high as $33,000. Only once has a cosigner had to pay off on 
a business loan made through the credit union. 
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“This liberal mixture of small business loans helps make the Sterling Credit 
Union a thriving enterprise. For the past 5 years the directors have declared 
a 4 percent dividend on shares and for the past 2 years a 10 percent interest 
refund. 

“In Sterling’s case the power that turns credit union capital into small business 
finance comes from an aggressive credit committee. It meets two, maybe three, 
times a week and is ‘on call’ constantly. 

“A Bridge reporter interviewed some small businessmen financed by the credit 
union. This is what they said: 
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“SET UP FEED GRINDER 


“James K. (Jim) Lindsey has never borrowed a dollar from a bank, but he 
owes his business to credit union loans. He’s a custom feed grinder, preparing 
cattle feed and mixing molasses with the native grains which provide Logan 
County a steady source of income. 

“In 1948 Lindsey moved into Sterling with a feed-grinding gang from Kaw 
Dehydrating Co. in Topeka, Kans. That winter and the next he worked in 
Sterling, returning to Topeka in the summers. In the winter of 1950 he decided 
against moving any more. His son was nearing school age, and Lindsey didn't 
want to be shuttling the boy in and out of school. 

“He joined the credit union, his first membership in such an organization, and 
in the spring of 1950 got a $4,400 loan to buy some used equipment. He started 
with a 24-inch grinder and little more save plenty of know-how. In the 7 years 
since he has borrowed another $10,000 and now has a 36-inch grinder, a molasses 
truck and a fork truck. 

“Lindsey’s work takes ironman endurance. The feed-grinding season is during 
the winter, when cattle must be fed prepared feeds because snow and ice cover 
the natural feed. Lindsey either heads a 3-man crew in the fields or works 3 
men. This winter he had to take time out:and give his health seme overdue care, 
but his credit union-financed grinder has stayed busy. 


“HAMBURGERS AND MALTS 


“Mr. and Mrs. Charles Nelson don’t have to take the abuse from weather that 
Jim Lindsey does, but they work long hours the year around in their malt shop. 
It’s a clean, tidy hamburger and frozen-cream stand about a block from a public 
school and less than a half block from the credit union office. 

“Charlie Nelson’s membership in the Sterling credit union goes back to 1938 
when he was a school custodian. He never had done anything but odd jobs 
until a couple of years ago when he opened a cafe at Holyoke, a small town near 
Sterling. Then in July 1956 he had a chance to buy the complete stock in the 
malt shop for $400. ‘The credit union furnished the cash. 

“Each day at noon the Nelsons are snowed under. It takes the Nelsons and 
3 or 4 high school girls to handle the rush of hamburger and malt orders. The 
hours are long and the work continues, but Charles Nelson supports 6 people 
off the malt shop which the credit union helped him buy. 


“a WELDING BUSINESS 


“Rankin Thomas, 53, and his son, Lee Wood, 28, may be well on their way to 
dominating the important machine shop business in Sterling. Their Palco Weld- 
ing Works caters to oil business. ‘We work the oil business pretty good,’ Lee 
Wood says, ‘and we treat the boys good. The steel strike in 1955 pretty near 
got us, but Mr. Poole carried us. We couldn’t make our payments.’ 

“Lee Wood arrived in Sterling from Palco, Kans., March 21, 1954, and worked 
as a welder, a trade he had learned from his dad. Lee traded in his car for 
his first welding truck, and Paleo Welding Works was formed soon after. 

“In December 1954, Lee got a $300 credit union loan to make a downpayment 
on a house. Then he borrowed $4,800 to buy another truck and complete welding 
rig. 

“Now Palso Welding Works has 4 trucks and 5 welders. The father-son team 
owns its building, has about $35,000 invested in machinery and is looking for 
the long, steady haul which will help them pay back the credit union. Lee Wood 
puts it, “To me the credit union is run by a bunch of honest people. They care 
what happens to you.’ 

“Mrs. Ila Strunk’s work tools are scissors and hair dryers instead of blow 
torches and wire pliers. She operates one of Sterling’s largest beauty shops ‘in 
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the same location where has been 21 years. When the Bridge reporter visited 
her she had just a week ago installed five new hair dryers. A $1,200 credit union 
loan paid for them. 

“Mrs. Strunk and her husband joined the credit union in 1947. Since then she 
has borrowed a total of $2,330 to keep her 4-booth shop among the town’s best. 
It gives Charlie Poole particular pleasure to OK Mrs. Strunk’s loan applica- 
tions because she graduated from Sterling High School under him when he was 
high school principal and before he entered credit union work. 


“EXPANDING A MOTOR COURT 


“William (Bill) Venohr runs the Plaza Motor Courts directly across the street 
from the credit union office. The Bridge reporter called on him in February, 
the slowest month of the year for Venohr’s 24-unit court. He carried the smell 
of fresh paint from his workshop where he was tending to. midwinter mainte- 
nance. 

“Bill Venohr was born and raised in Watlersdorf, Germany. His father was 
a member of the village Raiffeisen Verein (society), the forerunner of the credit 
union. Young Venohr came to this country and became a livestock buyer for 
Armour & Co. That work eventually settled him in Sterling, where in 1950 he 
entered the motel business. 

“ ‘Sterling is a good resting place,’ Venohr explains. A credit union loan 
didn’t put him in the motel business, but an $18,000 loan from the credit union 
helped him consolidate some debts and begin a remodeling program which has 
mace his motel one of the finest on U.S. Highway 138. 

“Those five striving businesses show why the Sterling Credit Union holds 
such prestige in its community. Small businessmen have found it a source of 
dependable and convenient credit. 

“The Sterling Community Federal Credit Union was chartered July 21, 1988, 
with $90 assets. Originally the credit union was suggested for the First Metho- 
dist Church, but the then pastor disliked the suggested and blunted that effort. 
The credit union originated as a cooperative enterprise, but was soon changed 
to a community type. As such it serves virtually all of Logan County, where 
approximately 25,000 people live in an area just larger than the State of Dela- 
ware. Any Logan County citizen is eligible for membership. 

“The credit union’s membership reached 2,431 on December 31, 1956. Mem- 
bers’ savings stood at $1,239,841.18 on the same date—another steadily climbing 
figure. Last year the average loan, including loans for all purposes, was $842.45 
and an average shareholding was $510. 


“OIL ADDS TO GROWTH 


“In number of loans made and amounts loaned, however, the credit union has 
had a brief spurt and is now leveling off. Oil, with its multiple economic blessings 
and problems, hit Logan County in a commercial way in 1952. Oilworkers, eager 
for local credit, swarmed into town and the credit union started answering their 
needs. 

“One big loan item in the early 1950's was house trailers. Also, new houses 
for the newly prosperous, real estate money for investors and. home improve- 
mnts for the established. Credit union loan volume jumped from $889,949.25 in 
1952 to $1,021,500.36 in 1953 and to an all-time high of $1,022,885.81 in 1954. 
Total income, total expenses and net income kept pace with the growth. 


“TRATLERS WERE TROUBLE 


“Sterling’s sudden spurt has slowed now, and the credit union has simmered 
down somewhat. Its loan volume last year for instance, was $994,937.30, or 
about $25,000 below the record 1954. Of the money loaned last year $680,075.91 
was to members on 830 applications, $219,500 was to other credit unions and 
$375,000 was invested in savings and loan associations. 

“Several things caused the slackening-up in loan volume, treasurer-manager 
Poole says. ‘For one thing’ we beg#n watching the loans a little closer. We got 
hurt on a few of those trailer house loans. We would lend a guy money on a 
trailer and he’d make one payment. The next month we would get a letter from 
him in Casper, Wyo., or somewhere else. For another thing the banks began 
liberalizing their loan policy. A new industrial bank was just starting, and 
they got some of our customers. Also the oil boom slowed down a bit, and erops 
didn’t come in too well.’ 
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“Despite the oil development, Logan: County was and still is principally an 
agricultural area. Its big money crops in order of total value are wheat, sugar 
beets, barley, corn, alfalfa, field beans, oats, sorghums, millets, and wild hay. 

“Stock feeding pumps money steadily into the county and city economy. 
Cattle feeding is estimated to be a $20 million annual enterprise, with some 
80,000 head fattened annually in feed lots. Wth 623,761 acres of grazing land 
and 31,281 head of range cattle, Logan County is Colorado’s second largest 
livestock producer. 

“By official count Sterling’s 1950 population was 7,538. The 1952 city directory 
put the figure at 9,652, and a 1955 estimate was 12,500. Bank deposits, building 
permits, postal receipts and retail sales have shown similar gains. 

“The credit union not only kept pace with the county’s growth, but actually 
anticipated and preceded it. From 1938 to 1948 the credit union did business 
from a small downtown location. After the building owner gave notice that 
she intended to remodel the building and raise the rent considerably, the credit 
union sacrificed its downtown location for more room and a home of its own. 
Charlie Poole, Fidele Guenzi, and Louie Rieke, three longtime members, bought 
a plot of land about eight blocks from the business center and constructed a 
small masonry building for the credit union home. The credit union rents its 
space, a central office with handy counter and ample room for the desks of Poole, 
an assistant treasurer, and two secretaries, plus a directors’ conference room. 





“IT’S CONVENIENT 


“As a convenient place to do business, the Sterling Community Federal Credit 
Union is a model. About 95 percent of its business is done across the counter, 
with the other 5 percent by mail. — Office hours are 9 to 5:30 daily and 9 to noon 
Saturday. On the average day, between 60 and 75 persons will come in to 
make a share deposit, a loan payment, or both. In its 19-year history the credit 
union has made loans ranging from $10 to $33,000. 

“There’s only one Negro family in Sterling, and they are longtime credit-union 
members. There are a number of Spanish-American families,, and many of them 
have credit union-financed homes or cars. 


“TWO CREDIT COMMITTEES 


“The board of directors has made some bylaw changes to keep pace with 
the credit-union’s growth. For one, they rescinded a former rule which limited 
a man to.serving two 2-year terms.in.suecession in any one office. Too much talent 
and enthusiasm and willing work potential was lost as a result of that rule, 
they felt. Now Rieke, the credit committee chairman, is serving his third 
term. Interestingly, every member of the credit committee is a former chair- 
man of that group, and the credit committee has alternate members who meet 
with the regular committee on call. 

“Whether it’s a farmer wanting to buy feed for his hogs or a businessman want- 
ing to expand his firm, each loan applicant gets personal and confidential consid- 
eration. Either Treasurer-manager Poole or his assistant, Carl Waltz, meets with 
the applicant in the separate conference room. ‘Especially for the new mem- 
bers,’ Poole says, ‘we try to dispel the idea that a credit union is just another 
lending agency. We point out the democratic fact that the credit union is owned 
by the members and that no man has more than one vote in its control. We don’t 
find the 1 percent per month interest rate hard to explain, because we talk in 
terms of how much is the money going to cost the borrower. We will show him 
that we can lend him money cheaper than somebody else, or we’ll show the bor- 
rower that he can get his money cheaper somewhere else if that is true.’ 


“WANTS HIGHER LIMIT 


“Poole believes that the $400 Federal limit on signature loans is outdated. He 
would have the limit raised to $1,000. ‘After all,.’ he argues, ‘when you lend 
more, you’re depending on the cosigner. If you can depend on him, you ought 
to be able to depend on the borrower.’ Also, Poole believes that his credit union 
has lost. some loans because of the 3-year repayment limit, and he would raise 
that limit to 5 years. 

“Not only does the credit committee meet as often as necessary, with either 
Poole or Waltz meeting with them, but board of directors meetings are held sub- 
ject to call. The Sterling Credit Union has no educational committee as such, but 
the board of directors takes that as part of its job. 
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“THE AUDITING PROBLEM 


“*The weak link in our chain, and I don’t think we’re unusual,’ Poole says, ‘is 
our supervisory committee. Not that we don’t have good members, but. it is just 
impossible to get them to make an audit more often than quarterly. Oh, it might 
do some good to have one of the credit committee members move over to the su- 
pervisory committee, but we feel that our first job is to get the money back 
to the members, and that certainly is what our credit committee does.’ 

“No small part of the Sterling Credit Union’s success is attributed to its adver- 
tising and educational program. Last year that took a $1,645.58 bite out of the 
total expenses of $29,749.73. Much of the advertising money went to local news- 
papers, radio, about $50 per month to newspaper and $300 per year on radio. 

“The Sterling Credit Union feels strongly about benefits gained from league 
and national association membership. They spent more than $300 last year on 
material from CUNA Supply Cooperative, including copies of every release which 
applied to their problems. 

“Last year the Sterling Credit Union had $82,804.65 income, including 
$63,288.14 interest on loans to members, $11,904.17 on investments in savings and 
loan associations, $5,783.38 on loans to other credit unions and $1,828.96 on other 
income. 

“One feature of the credit union which Poole likes to mention is its family 
membership. Some families run as high as 15 or 20 members, each with a savings 
account. And there are a couple of proud grandfathers who see that each grand- 
child gets a $5 account the day he is born. ‘You can’t beat membership like that,’ 
Poole boasts. 

“The Sterling Community Federal Credit Union is a model of how well a credit 
union can serve a community’s needs. In the process it has hung at least one 
record : It was the first Federal community-type credit union in the United States 
to reach the $1 million mark in assets.” 


[From the Congressional Record (House), Mar. 13, 1959] 
OPENING THE BANKERS’ EYES TO CREDIT UNIONS 


(Mr. Patman (at the request of Mr. Burdick) was given permission to extend 
his remarks at this point in the Record. ) 

Mr. PaTMAN. Mr. Speaker, last week the American Bankers Association held 
its 56th Annual Savings and Mortgage Conference in New York. 

The American Banker has reported that the bankers attending this confer- 
ence “got an eye-opening report on one of their liveliest competiters, the credit 
unions.” The eye-opening report in question was delivered by Dr. Rudolf Modley 
who told the bankers that credit unions now have assets amounting to $4.3 billion 
and they have share holdings amounting to nearly $4 billion. 

These figures bring up some important comparisons, and they raise some im- 
portant questions for the future of the commercial banking system of the country. 


PAID-IN CAPITAL ABOUT EQUAL 


First, consider this: The share holdings, of credit unions or what we would 
call “paid-in capital” in commercial banking, is now about the same as the 
paid-in capital of all member banks of the Federal Reserve System. On June 
23 of last year the paid-in capital of all these banks amounted to only $4.5 billion, 
or roughly one-half billion dollars more than the paid-in capital of the credit 
unions. 

On that date the paid-in capital, plus notes and debentures of all insured com- 
mercial banks in the country, came to only $5.3 billion. In the case of all insured 
commercial banks, I do not have a separation of the figures as between capital 
stock on the one hand and the notes and debentures on the other. But that is 
unimportant. 

The contrasts in the ways which the credit unions and the commercial banks 
use their paid-in capital make the interesting points. 


SEVENTY-SEVEN BILLION DOLLARS OF GOVERNMENT OBLIGATIONS ON CREATED MONEY 


As has been noted, the total assets of the credit unions are only $4.3 billion— 
only slightly more than their paid-in capital. Unlike the commercial banks, the 
credit unions do not create money. Credit unions have a certain amount of money 
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invested, by their members, and they can lend and invest no more than the mem- 
bers have put in. They can-make'loans to their'‘members. They can invest in 
certain amounts of U.S. Government securities and in insured building and loan 
and savings and loans institutions. 

The commercial banks, on the other hand, create money. As of June 23, 1958, 
the insured commercial banks, on their $5.3 billion of paid-in capital, had ac- 
quired and were holding $63.5 billion of interest-bearing obligations of the U.S. 
Government. These holdings of U.S. Government obligations alone amounted 
to about 12 times the amount of their paid-in capital. 

In addition, these banks held at least $13.7 billion of tax-exempt obligations 
of the States and subdivisions. This was the amount of such obligations which 
they held at the end of 1957, and such holdings have long been on the increase. 
It is probable that by midyear 1958 their holdings of these obligations were 
substantially larger. 

All of the assets of the insured commercial banks on June 23 came to $225.9 
billion. . These assets included, in addition to ‘the*securities I have mentioned, 
$95 billion in loans outstanding to business, consumers, security dealers, and so 
on, and included about $43 billion in cash. 

On the liability side of the account, insured commercial banks had, of course, 
some earnings on their paid-in capital which had not been distributed to the 
stockholders. In other words, there are earnings from previous years on the 
created money which by one method of comparison should be counted as in- 
vested capital. These banks had on June 23, $3.7 billion of undivided profits ; 
$8.4 billion of surplus, and about $0.5 billion in reserves which, when added to 
capital, makes a total capital account of $17.9 billion. If we compare their 
total capital account to their holdings of U.S. Government obligations, we find 
that their holdings of these obligations amount to 314 times their total capital 
account. 
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PRIVILEGES TO BANKS INTENDED FOR SERVICES TO LOCAL COMMUNITIES 


I have some serious reservations about allowing the commercial banks to create 
money—which is done on a delegation of the power of the U.S. Government— 
to acquire U.S. Government securities and tax-exempt securities of the State 
and local governments. If it is wise to allow the commercial banks to do this, 
should the law be amended to permit the credit unions to operate on a fractional- 
reserve system and create money-to buy and hold these kinds of securities? 

The original idea which justified all the privileges extended commercial bank- 
ing—the privilege of chartering, with limited monopoly protection; the privilege 
of creating money on the credit of the United States, and so on—was that the 
commercial banks would use these in service to the local communities. It seems 
to me the commercial bankers are getting too far away from their proper func- 
tion—serving the credit needs of their local communities when they become 
simply holders of securities of the United States. and tax-exempt securities of 
the State and local communities. 
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Oredit union statistics, 1954-58 
State Credit | Mem- Assets State Credit |} Mem- Assets 
unions bers unions bers 
Alabama: TIilinois: 
det 6 tp sie te 248 | 142,359 | $58, 531, 684 SARE A 1,636 | 877,980 |$387, 568, 519 
fee ee 223 | 128,286 | 49, 597, 281 | JERS: , 582 | 806,551 | 337, 847, 385 
_ a 212 | 120,218 | 41, 056, 238 See 1,473 | 730,000 | 272, 430, 458 
Siicavwdepasdas 181 97,667 | 31,254, 141 _ a 1, 404 | 700,000 | 254, 680, 000 
| TE Se 154 84,700 | 25, 050, 600 Mdvcccdandadoc 1,325 | 635,000 | 212, 667, 000 
Alaska: Indiana 
Bods wd oanecas 26 16, 660 6, 002, 592 ES 451 | 243,032 | 100, 146, 714 
_ _ Se ae 27 15, 358 5, 473, 607 ee 451 | 238,919 | 102, 570, 890 
RE eee 26 11, 655 3, 939, 778 / Sa 439 | 260,702 | 90,859, 714 
SR Ee. 25 9, 500 3, 200, 000 SS ee 437 | 221,600 | 82, 109, 000 
er ae 24 7, 450 2, 530, 000 i pecdaneods 450 | 250,550 | 60, 600, 575 
Arizona Iowa: 
Di aigs nasetensee 136 73, 325 | 28, 753, 868 RL fo on dwapaaien 323 | 121,902] 55,677,156 
RE: 120 58,572 | 20,310, 316 rene 306 | 113,131 | 45,235,039 
SS 118 50,391 | 15, 358, 282 299 | 106,667 | 39, 729, 766 
| aR ie 97 | 37,007 | 11,013, 082 270 | 93,200 | 32,762,800 
1954____ 72 25, 300 7, 658, 700 278 87,000 | 27,726, 900 
Arkansas: 
St 130 50, 161 8, 065, 461 290 | 120,862 | 49,399, 168 
eee 102 27, 323 6, 487, 651 265 109, 049 | 39, 960, 629 
1956_... : 88 , 153 4, 292, 092 234 64, 907 21, 160, 560 
1966_..... ats 83 18, 700 3, 493, 000 228 87, 700 27, 309, 000 
re 69 18, 600 3, 526, 000 218 g 20, 117, 900 
California: 
1958.........---..] 1,618 |1, 093, 648 | 506, 830, 510 958 192 77,278 | 30, 991, 006 
1957_..........---| 1,462 |1, 043, 206 | 435, 855, 969 ESET ee 186 72, 57 26, 848, 027 
1,438 | 938,226 | 386, 067, 427 RES a 183 78,897 | 26, 644, 064 
1, 292 785, 000 | 313, 816, 000 Se. 177 67, 000 18, 770, 000 
1,162 | 643,900 | 232, 236, 500 WOU Masex<edssdss 167 000 | 15, 895, 800 
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Credit union statistics, 1954-58—-Continued 
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1,024 | 543,796 | 173, 076, 725 nok Akio ain’ 39 7, 775 1, 842, 000 
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MEMBERS WHO WANT To Be Recorpep As Favorrne CrepIT UNION BILL 


Hon. Francis E. Walter, 15th District, Pennsylvania 
Hon. Cleveland M. Bailey, Third District, West Virginia 
Hon. John Blatnik, Eighth District, Minnesota 
Hon. Charles 8S. Gubser, Tenth District, California 
Hon. James Roosevelt, Twenty-sixth District, California 
Hon. H. Dent, Twenty-first District, Pennsylvania 
Hon. Harris B. McDowell, Jr. (at large), Delaware 
Hon. James Burke, Thirteenth District, Massachusetts 
Hon. Gerald Flynn, First District, Wisconsin 
Hon, Seymour Halpern, Fourth District, New York 
Hon. Denver D. Hargis, Third District, Kansas 
Hon. Ralph J. Rivers (at large), Alaska 
Mr. Patman. Our first witness this morning is Congressman Abra- 
ham J. Multer of the 13th District of New York. 
Mr. Multer, we are glad to have you and you may proceed in your 
own way. 


STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Mutter. Thank you, Mr. Chairman and members of the com- 
mittee. I am pleased with the opportunity of having the privilege 
of appearing before you and presenting my views to you on. this im- 
portant legislation. 

If it is agreeable to the committee I will ask you to make a part of 
your record my brief statement, and I will not take the time to read it. 

Mr. Parman. Without objection, it is so ordered. 

Mr. Mutter. I think we can expedite matters by briefly telling you 
what is in it and then submitting myself to questions as to bills before 
the committee. 

Mr. Parman. That will be perfectly all right. 

Mr. Mutter. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity afforded to me to attend here today and submit 
to you my views in support of the enactment of H.R. 3674, a bill to 
amend the Federal Credit Union Act. 

It is quite fitting that this act should be reviewed and amended so 
as to modernize it and bring it up to date at thistime. A brief review 
of the history of credit unions is both appropriate and interesting. 

The entire year of 1959 has been designated anniversary year hy 
the international credit union movement, which is now serving more 
than 1214 million people through the United States and many other 
parts of the world. I would like to call attention to the credit union 
movement’s remarkable record of achievements during the past half 
century. By fulfilling the twofold objectives of teaching people the 
real meaning of thrift and by making available a low-cost source 
of personal credit, it has helped people of all areas of the world, and 
of all races, colors, and creeds, to help themselves to a greater share of 
financial independence and economic security. 

As one part of this year’s anniversary year celebration, the credit 
union movement is celebrating the 25th anniversary of the first Federal 
Credit Union Act, which was enacted on June 26, 1934. This act has 
enabled millions of Americans, from Alaska to the Canal Zone and 
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from Maine to Hawaii, to join together in credit unions to save and to 
provide each other with a constant and convenient source of low-lost 
credit. 

One of the most amazing facts about this activity is that the 
Bureau of Federal Credit Unions, which charters and supervises the 
Federal credit unions, is completely self-supporting, obtaining its 
income from supervision fees paid by the Federal credit unions. 

The other anniversaries that will be celebrated by the credit union 
movement during 1959 are the 50th anniversary of the first credit 
union in the United States, the 50th anniversary of the first State 
credit union law in the United States, and the 25th birthday of the 
Credit Union National Association (CUNA), the nonprofit voluntary 
organization of the more than 25,000 credit unions operating in the 
world today. 

The first credit union in the United States was organized in Man- 
chester, N.H., in 1909, by a Canadian legislative reporter, Alphonse 
Desjardins, who brought the credit union idea to this continent in 1900 
when he organized a credit union in Levis, Quebec. Desjardins had 

icked up the idea from Europe where it was first developed by a 
yerman, Friedrich Wilhelm Raiffeisen, and carried throughout Eu- 
rope by people of other nationalities. This international flavor of 
the credit union idea is being furthered today by CUNA, as it pro- 
motes the development of credit unions and the democratic idea of 
self-help through cooperation throughout such underdeveloped areas 
as the Bij i Islands, southeast Asia, Africa, and South America. This 
work has made many friends for the United States in these areas, and 
has given some of these people their first teachings in our democratic 
way of life. 

he first credit union law in the United States was passed in the 
State of Massachusetts in 1909, largely because of the efforts of two 
great Americans, Pierre Jay, then banking commissioner of Massa- 
chusetts, and Edward A. Filene, a prominent Boston merchant and 
philanthropist, who first saw in credit unions a method by which 
people of small means could gain a larger share of control over their 
awn economic destinies. 

Today half of the credit unions in this country are federally 
ehartered. There are almost 10,000 of them and they serve more than 
§ million of our citizens. 

Operating on the theory that an individual’s most valuable asset is 
his character, these Federal credit unions have marked up an outstand- 
ing record in the field of personal finance. During the past 25 years, 
less than one-fifth of 1 percent of the millions of dollars they have 
loaned has not been repaid by their members—a record that any 
financial institution would be proud of. 

Although the Federal Credit Union Act has proven to be a remark- 
ably effective instrument during the 25 years of its existence, it has 
not kept pace in many respects with the changes in our economy and 
the evolving needs of credit unions and their members which have 
#risen during this period. In view of that situation our distinguished 
colleague from Montana, Mr. Anderson, introduced H.R. 12819 in the 
Jast Congress. I introduced H.R. 12877 and H.R. 13871 in the last 


Congress. 
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These bills have received wide publicity resulting in much atten- 
tion being given to this important subject matter. ; 

As a result, both Representative Anderson and I have received 
considerable correspondence with reference thereto. 

During the recess and since the convening of this Congress, we have 
had the opportunity to meet and consult with many persons and asso- 
ciation representatives familiar with the operations of credit unions. 

After many months of independent research and close consultation, 
on January 29, 1959, I introduced a bill—H.R. 3674—designed to 
modernize and recodify the act. Congressman Anderson of Montana, 
who has long been a student of credit unions, on the same day, intro- 
duced an identical bill—H.R. 3675. Both bills are being supported by 
the Credit Union National Association and by credit unions through- 
out the country. 

I am pleased to set forth here a copy of the letter sent to me by the 
Credit Union National Association, Inc., the original of which was 
sent to our distinguished chairman of the Banking and Currency 
Committee, Mr. Spence, which reads as follows: 


CrepiIt UNION NATIONAL ASSOCIATION, INC., 
Madison, Wis., February 19, 1959. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
House Office Building, Washington, D.C. 

Deak Mr. Spence: On January 29, bills were introduced by Congressman 
Multer (H.R. 3674) and Congressman Anderson (H.R. 3675) which are iden- 
tical in all respects and propose a number of amendments designed to modern- 
ize and recodify the Federal Credit Union Act. These bills are supported by 
the Credit Union National Association, which represents the organized credit 
union movement. 

As you know, we are this year celebrating the 25th anniversary of passage 
of the Federal Credit Union Act. Although credit unions have made a remark- 
able record of achievement, the law under which they function has not under- 
gone a major revision during this time. The amendments contained in the 
Multer and Anderson bills are designed to allow Federal credit unions to serve 
the evolving thrift and credit needs of their more than 5 million members in 
a more effective manner. 

Therefore, on behalf of the approximately 9,000 Federal credit unions and 
their members, we respectfully request that your committee consider these 
bills at the earliest possible convenience. We also request the opportunity to 
submit a statement and appear before your committee at that time. If possible, 
we would appreciate your advising us as to the approximate date when the 
Banking and Currency Committee could consider the proposed legislation. 

We regret that we did not have the opportunity to honor you in person at 
our congressional dinner in Washington on February 4, as 1 of the 28 present 
Members of Congress who were instrumental in passing the original Federal 
Credit Union Act in 1984. However, we are grateful for your continuing 
interest in and contribution to the credit union movement through the years. 

Sincerely yours, 
H. VANCE AUSTIN, 
Managing Director. 


Other bills identical to H.R. 3674 and H.R. 3675 have been in- 
troduced as follows: 


H.R. 5939, on March 23, 1959, by Mr. Powell of New York 
H.R. 5958, on March 23, 1959, by Mr. Johnson of Colorado 
H.R. 5988, on March 24, 1959, by Mr. Rodino of New Jersey 
H.R. 6122, on April 7, 1959, by Mr. Burdick of North Dakota 
H.R. 6161, on April 8, 1959, by Mr. Flynn of Wisconsin 
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H.R. 6241, on April 10, 1959, by Mr. Farbstein of New York 
H.R. 6755, on April 28, 1959, by Mr. Miller of California 


H.R. 5777 was introduced by Mr. Patman on March 18, 1959, and 
two bills identical to that were introduced on April 15, 1959, by Mr. 
Anderson of Montana, H.R. 6407, and on May 6, 1959, by Mr. Roose- 
velt of California, H.R. 6927. 

With one minor exception, the Patman bill seeks to accomplish 
exactly the same amendments as sought by the Multer-Anderson 
bills. The only difference in substance between the two bills is that 
the Multer-Anderson bills provide for a review by the Director of 
the Bureau of Federal Credit Unions of the expulsion of a credit 
union member if such a review is requested by the expelled member. 

The form of the two bills is, however, vastly different. With all 
due modesty I daresay that the Multer-Anderson bills are good and 

roper bill draftsmanship and for that I give full credit to our legis- 

tive counsel. No one can deny that setting forth a law or a section 
of a law, together with the amendatory language, makes for clarity, 
promotes understanding of the purpose of the amendment, and elimi- 
nates possible confusion. After the enactment of a bill in the form 
of the Multer-Anderson bills, we will find the law and all the amend- 
ments thereto in one place. If we follow the form of the Patman 
bill it will be necessary for the lawyer, researcher, or student to go 
back to the original statute of 25 years ago and then search year by 
year for every amendment to that statute and then take the original 
statute and each of the amendatory statutes and compare them word 
by word with the instant statute to determine just what changes in the 
law have been effected. 

If there was but a single change sought in the Credit Union Act 
it would not make too much difference whether we used the Patman 
form or the Multer-Anderson form. It makes a tremendous differ- 
ence, however, when some 28 different changes or amendments are 
sought to be effected by the bills being considered. The changes 
sought by the Patman bill occupy 12% pages. When these changes, 
plus the change sought by the Multer-Anderson bills, are placed in 
their proper context in the body of the Federal Credit Union Act, 
it runs to 32 pages. 

In addition to the Members who indicated their appoval of the 
Multer-Anderson bills, H.R. 3674 and H.R. 3675, a host of other 
Members of Congress have indicated to me orally their intention to 
support the Multer-Anderson bills. In addition, the following Mem- 
bers have indicated in writing their support of the Multer-Anderson 
bills, to wit: Mr. Anfuso, of New York; Mr. Blatnik, of Minnesota; 
Mr. Buckley, of New York; Mr. Cohelan, of California; Mr. Harmon, 
of Indiana; Mr. Johnson of California; Mr. Madden, of Indiana; 
Mr. Miller, of California; Mr. Moorhead, of Pennsylvania; Mr. Mor- 
ris, of Oklahoma; Mr. Moulder, of Missouri; Mr. Rivers, of Alaska; 
and Resident Commissioner Fernds-Isern. 

A section-by-section analysis and summary of H.R. 3674 and 
H.R. 3675 appears in the appendix of the Congressional Record of 
April 10, 1959, at pages A2947 to A2953. I am not repeating that 
analysis here because a comparative summary of what is accom- 

lished by the Multer-Anderson bills and the Patman bill has already 
n submitted to this committee as a part of the statement made on 
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May 11, 1959, by Mr. Julius Stone, first vice president of the Credit 
Union National Association and chairman of its legal and legislative 
committee. 

There are credit unions in every one of the 49 States of the United 
States and in the Commonwealth of Puerto Rico and in the Territory 
of Hawaii which is now a de facto State. In most of these States the 
credit unions are organized into State leagues. I do not know of a 
single objection to the enactment of the Multer-Anderson bills. As 
a matter of fact, most of the credit unions and their leagues and asso- 
ciations, including the national association, have indicated their ap- 
proval of the Multer- Anderson bills. 

I urge this committee to favorably report H.R. 3674. 

Thank you again for the privilege of appearing before you and 
expresing my views on this important legislation. 

In my statement I briefly review the history of the credit union 
movement. I am quite sure the committee is thoroughly familiar 
with that at this time. If my recollection serves me correctly the 
chairman of this subcommittee, Mr. Patman, was a Member of the 
Congress when the first Federal Credit Union Act was enacted some 
25 years ago. 

The movement has gone a long way since that time, and we will 
find, in every State of the Union, and I think in every Territory and 
possession of the Union, one or more credit unions. They are all 
doing a fine and an important service in their communities. 

The bills that are before you for consideration, seeking to amend 
the original Federal Credit Union Act are very much alike in sub- 
stance. The Patman bill, H.R. 5777, and two other bills that are 
identical in form to that, seek to accomplish by amendment all of the 
things, except one, that are in the Multer bill, which is H.R. 3674 
and the Anderson bill, H.R. 3675, both of which were introduced 
early in January. 

There are seven other bills introduced by other members, which are 
identical with the Multer-Anderson bills. They all seek to accom- 
plish in substance the same purpose. 

So far as I know, no one thus far has indieated any opposition to 
any of these amendments. 

One amendment that is in the Multer-Anderson bills, and not in the 
Patman bill, I believe also will withstand any oposition if any should 
develop. It merely gives the Director of the Federal Credit Union 
Bureau the right to review an expulsion of a member by a credit 
union in the event that member seeks review. I think it is almost 
self-evident that there should be some such review where a credit 
union, which is in effect a membership association, should undertake 
to expel one of its members. It is obviously a blot on the name and 
character of the individual concerned, and if he feels aggrieved he 
should have a right to have a review by an officer independent of the 
credit unions, the gentleman being the supervisory and chartering 
authority under existing law, and under the law as sought to be 
amended by the bills before you. 

The important changes sought to be accomplished, other than 
mere form are increasing the lending sos. of the credit unions, 
giving them authority to operate more smoothly, permitting them to 
have paid employees under certain circumstances—really not paid 
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employees, but to pay for certain services that are necessary to the 
smooth operation of a credit union—setting up a so-called central 
credit union, and let me indicate that that is not new in the credit 
union movement. Many States have already done just that. They 
have set up central credit unions within each State, which central 
credit unions are of assistance to the credit unions organized under 
State law, as well as to the officers and commiteemen who operate, 
and the directors, who operate the credit unions. The central credit 
union is a source of credit to officers and directors of credit unions 
who could not qualify under the law to borrow from their own credit 
union, because that would involve self-dealing. So they have set up 
these central credit unions within the States to make credit available 
to those men if and when they need it, and the provision in the Pat- 
man and Multer bills would do the same thing on the Federal level. 

In other words, what these bills do is to amplify the theory of a 
dual system, just as we have a dual system of savings banks and - 
commercial banks, and of savings and loan associations, for 25 years 
now we have had a dual system of credit unions and the amendments 
sought by these bills will amplify, clarify, and strengthen that dual 

stem. 

I would like to urge that the committee consider seriously enacting 
the Multer-Anderson bill, or that form, rather, as against the form of 
the Patman bill. I think it is much better that we have in one place 
the entire statute. After all, the basic statute was enacted 25 years 
ago the first time. There have been any number of amendments over 
the years, and the student or researcher, or the lawyer, who looks for 
the law today, must go back to the original statute and then follow it 
down year by year to determine what changes have been made. 

If there was just a single amendment sought to be made to the law, 
then, of course, the Patman form would be very good. It wouldn’t 
matter too much if there was just one more such amendment. But 
when we seek to make some 28 changes, as we do in both the bills, 
rather than requiring the researcher or the lawyer, or the legislator, 
for that matter, to take the original statute and then the amendatory 
statutes and read them together, it is much better form of draftsman- 
ship and much better for the legislation itself, to have the whole 
act put in one place, as we do in the Multer-Anderson bills. Then we 
know that we can go to the 1959 statute, assuming it will be enacted 
this year, and find the whole law there with all of the changes which 
have been accomplished by this Congress. 

That, Mr. Chairman, is my brief summary of the statement which 
I have filed, and I would be very happy to answer any questions. 

Mr. Parman. Are there any questions, gentlemen ? 

Thank you very kindly, Mr. Multer. 

Mr. Monrer. Thank you. 

Mr. Parman. The next witness will be Mr. Riley. 

We are glad to have you, Mr. Riley. You may identify yourself 
and proceed with your testimony. 
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STATEMENT OF GEORGE RILEY, LEGISLATIVE REPRESENTATIVE, 
AFL-CIO 


Mr. Ritey. Thank you, sir. 

My name is George D. Riley, legislative representative, AFL-CIO. 

Mr. Chairman and gentlemen, we welcome this oppor. to 
support certain bills to amend the Federal Credit Union Act. ese 
bills are H.R. 5777, introduced by Mr. Patman, H.R. 3674, introduced 
by Mr. Multer, and H.R. 3675, introduced by Mr. Anderson. All 
would make virtually the same substantive amendments. In addi- 
tion, the latter two identical bills would introduce several technical 
and clarifying changes in the language of the act, through consecu- 
tive rewriting throughout. 

Many of the amendments contained in these bills were discussed 
before your committee last session during consideration of the com- 
prehensive financial institutions bill of 1957. We are not prepared to 
speak on technical points of the proposed changes in the present bills, 
but we do support strengthening and improvement of Federal credit 
unions. On specific details, we feel that the testimony of the Credit 
Union National Association, which is the direct representative of 
operating credit unions and which has broad knowledge of operating 
experience, should be given primary weight. 

Our position as a labor organization is that we favor all amendments 
that strengthen credit unions, enable them to give better service to 
their membership, increase the safety of funds they administer, and 
otherwise to enable credit unions to operate more effectively. 

The credit union is a unique financial institution specifically 
tailored to the saving and credit needs of working people with moder- 
ate and low incomes. The great majority of the groups that form 
credit unions are employee groups, the common bond of association 
a of the place of employment. Millions of trade union 
members also are members of employee credit unions, and, in addition, 
trade union sponsorship has been an active ingredient in the forma- 
tion of many of these credit organizations. There are, in fact, 464 
credit unions directly sponsored by AFL-CIO affiliates throughout 
North America. 


LOW INTEREST VERSUS HIDDEN CHARGES 


Low interest credit union loans are the small earner’s principal 
alternative to the high interest rate funds eagerly offered by small 
loan companies and to the frequently deceptive and expensive charges 
hidden in installment sales contracts. In addition to providing per- 
sonal credit, credit unions foster habits of thrift among their mem- 
bers and render valuable assistance in counseling on personal fi- 
nancial problems. 

Such organizations are a strong demonstration of the beneficial 
results to be obtained on the principle of mutual self-help. As af- 
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firmed by an AFL-CIO policy resolution adopted at the 1955 con- 
vention : 

One of the most useful types of cooperatives is the credit union through which 
a group pools its own savings and then lends funds to its own members at a 
low interest rate. In recent years credit unions have grown spectacularly and 
hundreds of AFL-CIO. unions have established them, thereby saving millions 
of dollars which otherwise would have been paid out to small loan companies 
which charge extortionate high interest rates. Besides, the credit unions earn 
a substantial return for their members in the form of interest paid on their 
savings. 


LONG TERMS 


The proposed amendments make two important changes in indi- 
vidual loan terms, which we believe will be very beneficial to individual 
members. One would extend the statutory loan maturity limit from 
the present 3 years to a maximum of 5 years. The other would in- 
crease the loan amount obtainable on a signature basis, from the pres- 
ent $400 to a maximum of $1,000. The present maximums have been 
unchanged since 1949 and are clearly obsolete. 

The longer loan maturity limit will enable some members who might 
not otherwise be able to do so, to undertake home modernization proj- 
ects and it will enable others to carry through more realistic plans for 
paying off consolidated debts. 

A higher signature loan limit is clearly needed in view of today’s 
near record high prices of goods and services. The sums people may 
have to muster to meet sudden expenses of illness, or to pay for house 
furnishings or automobiles have increased. 

State small loan laws, it may be noted, have been progressively rais- 
ing the maximums on loan amounts, particularly within the last 2 or 3 
year. Originally, most States set a maximum of $300 on small loans. 

ut today, of the 39 operative small loan laws in effect, 28 have limits 
which range up to $5,000, with the usual limit being between $500 and 
$1,500. Thirteen provide at least a $1,000 maximum. 

Beyond the convenience and even necessity of longer loan limits and 
higher signature maximums, credit union experience has idicated that 
more liberal terms may be set with entire safety to credit union funds. 


DIVIDED POLICIES AND CHECK-CASHING FEES 


We support the amendments relating to dividend payments, which 
would provide additional convenience and benefits to individual mem- 
bers by allowing the credit union to declare dividends on a semiannual 
basis instead of only once a year, if it chose to do so, and to permit 
dividend accrual on shares becoming fully paid up within the first 5 
days of the month. The amendment to transfer the authority for 
declaring dividends from the membership to the board of directors 
also has our support. Permission for credit unions to charge fees for 
cashing checks to reimburse them for expenses of clearing checks with 
banks appears a reasonable provision where desired by the membership 
of the particular credit unions involved. 
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INTERNAL ADMINISTRATIVE ARRANGEMENTS 


The bills we are supporting would make several amendments affect- 
ing internal staff arrangements and the powers, duties, and compensa- 
tion of credit union officials. These all appear to be reasonable, but 
we wish especially to urge favorable action on the amendment. per- 
mitting the credit committee to appoint a paid loan officer to act in its 
behalf in approving loan applications by individual members. Such 
an arrangement will facilitate quick action for a person who needs 
an immediate loan. For members with emergency credit needs, the 
elimination of the delays involved in convening the credit committee 
can be vital. The decisions of the loan officer would still remain sub- 
ject to review by the credit committee, but the loan procedure would be 
much more efficient. We strongly commend this amendment. 


FEDERAL CENTRAL CREDIT UNIONS 


We also support the amendment which would authorize the charter- 
ing of Federal central credit unions made up of local credit unions 
within a particular geographical area, or which could include as in- 
dividual members, directors and committee members of credit unions. 

Both the stability and the loan flexibility of individual credit unions 
would be enhanced by the availability of a central source of credit 
representing the combined resources of the member unions within 
geographical areas. The territorial basis, in each case, would be 
voluntarily established by those unions wishing to join together and 
thus would be tailored to local economic realities, 

Under present law, of course, credit unions can and do borrow 
from each other. But the efficiency and safety of borrowing proce- 
dures would be much improved by the mechanism of a central or- 
ganization in which the member unions own shares and which would 
be able to muster larger resources to meet special borrowing needs 
which cannot always be met by other lending institutions. 

For my a7 4 in a particular locality where one or more industries 
may be hit by a recession causing much unemployment, local credit 
unions are under severe demands for cash withdrawals and loans 
to meet acute personal needs. The credit union is often the only 
source of credit for a person temporarily out of a job. The credit 
union in turn may find its borrowing opportunities limited, but with 
the availability of additional credit from a central organization of 
its own it can weather the economic distress. 

Then, again, workers employed on a seasonal basis may make severe 
demands on credit union facilities during certain periods of the year. 
Central credit unions would ease the strain of widely fluctuating 
credit demands on the part of particular memberships. Or in areas 
suddenly visited by flood or other disaster, forcing members out of 
their homes, their jobs or both, the need for additional credit union 
reserves may be vital. 

We urge the authorization of Federal central credit unions. Some 
State laws—Michigan is one example—currently do make provision 
for central credit unions in which State-chartered unions can be 
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members. Federally chartered unions, however, cannot fully parti- 
cipate in these central unions, nor is there other provision for a central 
credit union they can belong to. 

A second purpose of the amendment for Federal central credit 
unions is to provide full credit union facilities to officers and com- 
mittee members of local credit unions. These individuals, as persons 
with direct influence over the policies of the credit unions in which 
they officiate, are rigidly restricted as to amounts they may borrow 
from their own organizations. By allowing such officials to partici- 

ate in a separate central credit union, they may exercise normal 

rrowing powers without undergoing special personal disadvan 
in order to volunteer their energies in service to their own local credit 
organizations. There is an additional amendment in the bills, which 
we also endorse, easing the present restrictions on credit within their 
own credit unions by allowing additional loans where secured on share- 
holdings of a cosignatory. 


MISCELLANEOUS 


In addition to the amendments discussed above, there are a number 
of special changes relating to different administrative or procedural 
matters, such as placing the Bureau of Federal Credit Unions under 
the Administrative Procedures Act, making robbery of Federal credit 
unions a crime under Federal law, and easing the membership defini- 
tion under which credit unions for Federal employees may occupy 
space in Federal buildings. The bills would also permit Federal 
credit unions to convert to State charters and vice versa. We en- 
dorse these and other technical amendments increasing the effectiveness 
of the law. 

CONCLUSION 


The present bills, with the numerous and carefully worked out revi- 
sions they contain for the Federal Credit Union Act, offer an excellent 
opportunity to modernize and make even more serviceable this highly 
successful financial institution which has proved of such benefit to 
working people. The proposed amendments grow directly out of the 
operating experience of 25 years and should be enacted. 

I thank the committee for this opportunity to present the views of 
the AFL-CIO. 

Mr. Parman. Thank you, Mr. Riley. 

The next witness is the Honorable Mr. Wier of Minnesota. 

Mr. Wier, we are delighted to have you, sir. Do you have a pre- 
pared statement ? 

Mr. Wier. No, sir. 

Mr. Parman. You may proceed in your own way. 


STATEMENT OF HON. ROY W. WIER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Wier. Mr. Chairman, first, may I identify myself. Congress- 
man Roy W. Wier, Third District of Minnesota, and may I then 
extend my appreciation, and the appreciation of hundreds of credit 
unions in the State of Minnesota for the opportunity of appearing 














: 
| 
| 














FEDERAL CREDIT UNIONS 105 


here and expressing the appreciation of all of these organizations for 
this subcommittee’s taking up of this credit union legislation. 

I think I am safe in saying that per capita, Minnesota has as many 
credit unions as any one of the 50 States, and we are very proud of 
them. They have done remarkably fine job. 

I have a file here with over a hundred letters from credit unions, 
relating themselves to action on the Anderson bill. They were con- 
fined, last year, largely to the Anderson bill, which is H.R. 6407 this 
year. 

* Now, I only want to express my interest and desire to be of help to 
this subcommittee in seeing that action brought forth on these bills. 
Last year, unfortunately, the action did not materialize. 

I might say, in connection with the bills before you, that I have some 
letters this year. Here is one of our biggest credit unions, in Min- 
nesota, which is the Farmers Union Grain Terminal Association. It 
has quite a substantial membership and it outlines what I would like 
to convey to the committee here in the way of their support for the bills. 


DEAR CONGRESSMAN WIER— 
this is dated April 27— 


We urge your support of several credit union bills presently under consideration 
by the House Banking and Currency Committee— 


that probably should be subcommittee. 


These bills are the Patman bill, H.R. 5777, the Multer bill, H.R. 3674, the An- 
derson bill, H.R. 6047. The major changes which these bills would effect are: 

(a) To provide Federal central credit unions. 

(b) To increase loan maturity from 3 to 5 years. 

(c) To liberalize borrowing restrictions on board and committee members. 

(d) To increase signature loan limits from $400 to $1,000. 

(e) To permit appointment of loan officers. 

As I understand— 


it goes on to say— 


Multer’s bill is in the form of a complete recodification of the Federal Credit 
Union Act. The Patman bill and the Anderson bill are in the form of a series 
of amendments to the act, which include all of the major changes featured in 
the Multer bill, as desired by the credit union movement. 
Respectfully and sincerely yours, 
GRAIN TERMINAL ASSOCIATION 
EXMPLOYEES CREDIT UNION, 
JAMES W. REEVER, President. 

Now, from my understanding, the Multer and Anderson bills are 
quite similar. The Multer bill varies a little bit, I understand, in its 
makeup. 

So I come here not in support of any one of the bills. I come here 
in support of legislation that carries out the desires and the needs of 
today’s operation of a credit union, because credit unions are con- 
fronted, like all other business, with changes of the times. 

I think I might say that that is about all that it is necessary to say, 
because everything that the former speaker, Mr. Riley, said, is about 
what I would have to repeat. So I will save you that repetition and 
I join with Mr. Riley in his presentation to you of the need for this 
legislation. 

In conclusion, I want to thank you for this opportunity to come here 
and say a good word for good legislation, for a lot of good organiza- 
tions in the State of Minnesota. 
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Thank you. 

Mr. Parman. Thank you very much, Mr. Wier. 

Congressman LeRoy H. Anderson, Second District of Montana. 

We are very glad to have you before us, General Anderson. We 
will be glad to hear your testimony and I am sure it will be very seri- 
ously considered. Proceed in your own way. 


STATEMENT OF HON. LEROY H. ANDERSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MONTANA 


Mr. Anpverson. Thank you, Mr. Chairman, I am LeRoy Anderson, 
Congressman from the Second District of Montana, and I am very 
happy to be back in this committee room, sitting down here at the 
witness desk, although most of my time in this room has been spent 
on that side of the dais. I do want to congratulate the chairman on 
taking such specific action toward getting some positive credit-union 
legislation through this Congress. I was very much interested, and 
while a member of the committee introduced legislation which was 
similar to that which the committee is presently considering. Even 
though I am not a member of the committee now, I am just as inter- 
ested as I was then in doing what we can to make credit unions serve 
better the requirements of their members. 

And so I am appearing today in behalf of the bill by your chair- 
man, Mr. Patman, H.R. 5777 and related bills, which amend the 
Federal Credit Union Act. I have introduced two bills, one of which 
is a complete recodification, similar to the one I introduced last year, 
and the other one is identical with Mr. Patman’s bill. 

These bills would offer the first comprehensive revision of the law 
governing the operation of i ga 10,000 Federal credit 
unions with some 5 million members. Federal credit unions are or- 
ganized in each of the 50 States as well as in the District of Columbia, 
the Canal Zone, Puerto Rico, and the Virgin Islands. In addition to 
the Federal Credit Union Act, most of the States have credit-union 
laws permitting the chartering of credit unions and regulating their 
activities. State-chartered credit unions are approximately equal in 
number and membership to those chartered under the Federal act. 
Many of these State laws have been modernized in the last few years 
and now include many of the provisions contained in the proposed 
legsilation before this committee. Moreover, both Federal and State 
credit unions would be affected by some of the provisions of the bills 
before you. 

A credit union is a cooperative association organized for the pur- 
pose of developing thrift among its members and creating a source of 
credit for its members for provident or productive purposes. Mem- 
bership in credit unions is limited to groups who have a common bond 
of occupation or association, or groups within a well-defined geo- 
graphical area. 

At the end of 1958, members’ shares in Federal credit unions totaled 
approximately $1.8 billion, and loans outstanding to members 
amounted to approximately $1.4 billion. Federal credit unions made 
epprosimately 3,800,000 loans during the year. Somewhat less than 
the total amount deposited by credit unions, as you will note, because 
the amount they can loan is strictly limited by the deposits the mem- 
bers themselves have made. 
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The average loan size at the end of 1957, the latest year for which 
this figure is available, was $516. Many of these loans, of course, 
were for a much smaller amount, and many credit union members 
needing such loans find it extremely difficult, if not impossible, to 
borrow for provident and productive purposes from other institu- 
tions at rates of interest which are comparable to credit union rates. 
Federal credit unions have played a leading role in demonstrating 
that loans can be made with a minimum amount of risk to the aver- 
age workingman, at minimum rates of interest. The extremely fine 
loan-loss record of Federal credit unions will testify to this. 

I, of course, am extremely interested in credit unions because they 
are important in my district—one type of credit union which is ex- 
tremely important in my district and with which I am familiar be- 
cause of my activities in the military field, consists of credit unions 
whose tt ban are members of the armed services. The Malmstrom 
Air Force Base near my home, in Montana, has one of the largest 
credit unions in the State, composed entirely of members of the 
Malmstrom Air Force Base. 

We have a new air base at Glasgow, and though that base is just 
under construction, a credit union has already been established, and 
is already well serving those members in uniform who have moved 
into the airbase. It provides a type of credit which is otherwise 
unavailable to members of the armed services. 

(The following excerpts from an address to the SAC credit union 
conference were submitted by Hon. LeRoy H. Anderson :) 


THE IMPORTANCE OF CREDIT UNIONS TO THE AIR FORCE 


My job at Headquarters USAF is Deputy Chief of Community Services and 
the original title of my talk to you today was supposed to have been, “How 
Community Services Can Help SAC Credit Unions.” Those of you who know 
that community services—as an office—is primarily concerned with the avail- 
ability of civilian community services to the Air Force will wonder first why 
I was chosen to make this speech and second, how community services could 
ever possibly help SAC credit unions. 

You will also note that the title of my talk has been changed to “The Im- 
portance of Credit Unions to the Air Force.” Perhaps if I tell you how we 
in the Office of Community Services came to be interested in credit unions, I 
think you will being to get an idea of their importance and of why Headquarters 
USAF is concerned that they succeed. 

Now the Office of Community Services has four regional representatives (it 
used to have five before austerity), who visit base commanders regularly and try 
to help them with problems that are related to civilian community services. 
Very early in the game we found out that a high percentage of base commanders 
listed financial and credit headaches as one of the major community problems 
which they faced. As this problem was recognized and we became alerted to it, 
“we also noted that those bases which had active, aggressive, and successful 
credit unions were not as worried about financial and credit problems as those 
which lacked unions. Your own SAC base at Turner was one of the first we 
noticed with a good credit union. 

Our regional representative began to carry the word to other commanders, 
and those whose bases did not have credit unions were encouraged to send a 
representative to visit the bases which had good ones. Gradually more and 
more bases established credit unions. Before we knew it, we in the Office of 
Community Services were in the business of promoting the establishment of 
credit unions in the Air Force—and the responsibility has stayed within our 
office—where it is today, despite the fact that credit unions are not generally 
considered civilian community services. 

This story seems significant to me for two reasons—first, it demonstrates that 
credit unions in the Air Force—and in SAC—have been established (and those 
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which were already established have expanded) in the past few years not 
because some dreamer in Headquarters USAF thought it would be a good idea— 
thereby adding another burden on already overworked base commanders—but 
because there was a real need for them stemming from the basic and pressing 
problems of our field commanders. And second, it illustrates why credit unions 
are important to the Air Force—for the very basic, simple reason that they 
help relieve commanders of headaches caused by the financial and credit problems 
of the people in their commands. 

Credit unions themselves—as others here today will no doubt explain to you 
in greater detail—have a long and honored tradition in our country and in other 
countries such as Germany and Canada. Within the Federal service of this 
country they have existed for many years and there have been many credit 
unions on military installations—although far too many of them served only 
civilians and officers. (This is still true in too many cases and requires your 
early attention.) But the Air Force credit union as we know it today—the 
credit union that actively seeks members from among airmen and nocoms— 
the credit union that aggressively sees to it that everyone on the base knows 
of its existence and purposes—the credit union that is very self-conscious and 
aware of its importance in the scheme of things—as evidenced by this meeting 
and by the feeling that perhaps there ought to be a SAC association of credit 
unions—this kind of credit union movement in the Air Force has a particular 
importance—an overriding significance which stems from the historical nature 
of military service. 

Military enlisted men have become known for the fact that they are easy prey 
to sharp operators. Even after they become married, many former airmen, 
still in the service, find it hard to adjust to managing their money and budgeting 
their expenditures. Thus it is easy for them to get into debt, but even more so, 
their financial irresponsibility leads them to deals where they are easily vic- 
timized. We see it today—car dealers, insurance salesmen, mutual fund sales- 
men, “E-—Z” credit operators. They seem to swarm around our military installa- 
tions constantly pleading, imploring, promising, unceasingly reaching for our 
people’s cash. And too often they get it. The result is debt and more debt 
for our people, especially for our young, Married airmen and their young wives 
who need all the help they can get in coping with the financial headaches of 
military life. 

Of course, there are other reasons why credit unions are important to the 
Air Force, all of which underscore the need for them. They relieve our com- 
manders of many civilian complaints over unpaid debts. They provide per- 
sonnel with a ready source of sensible credit so that they can buy the things 
they need and pay reasonable interest rates. They provide an incentive to 
saving. They can do a good educational job on money management. All these 
reasons are important. They all underscore the one main reason—to help Air 
Foree people become financially responsible. Anything which helps create 
responsible people for the Air Force is vitally needed. * * * 

I believe it was at a SAC base where we received a report that men who never 
had a bank account in their lives and who were constantly in debt to the loan 
shark and constantly in trouble in the orderly room were helped in this way by 
the credit union. When a loan was granted by the credit union, the individual 
was asked to make an allotment for more than the amount of the loan repayment. 
(I understand this is the practice at many bases now.) When the loan was 
repaid, the man was not only out of debt, but he had money in the bank—he 
was a responsible citizen and he looked upon himself as a responsible citizen 
and, what is greatly important to the Air Force, he began to act like a responsible 
citizen. In other words, the credit union was directly helping the Air Force 
mission when it worked to help create a greater sense of responsibility in this 
individual. Responsibility is the foundation on which we build the Ar Force— 
and on which we build public support for the Air Force. * * * 

One of the first principles for Air Force credit unions ought to be acceptance 
of the fact that the educational committee of the credit union can be mighty 
helpful not only in publicizing the credit union, but also in helping to educate 
our people to some financial practices. By and large we are neglecting our edu- 
cational committees—but we should not. They can spread the word about car- 
buying and home-buying and installment buying and help our people to help 
themselves from getting into the clutches of sharp operators who have no 
scruples about making a fast buck from the military market. In this task, they 
should actively seek the help of responsible community leaders, and here is one 
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way in which the Office of Community Services can help and would be delighted 
to do so. I would emphasize again our need for good, active education com- 
mittees on our base credit unions, if these organizations are properly to serve 
Air Force personnel and the Air Force. 

A second principle for Air Force credit unions ought to be a clear recogni- 
tion of the fact that unions do not exist to serve depositors alone—or to put it 
another way—it is not overly important that the dividend rate be set at a 
maximum. It is just as important to keep the interest rate low. The dividend 
rate ought to be high enough to encourage saving in the credit union, but not 
so high that borrowers are paying too much. We must constantly be on the 
alert against a few large depositors controlling the credit union so as to get a 
maximum interest rate at the expense of the borrowers. 

A third principle for Air Force credit unions ought to be a willingness to lean 
over backwards to make loans to people who need them. Someone in the credit 
union movement once told me that a credit union that wasn’t losing some money 
in bad loans wasn’t doing its job properly. A credit union ought to be serving 
the people who can’t get loans from more conservative banking institutions, 
and to serve those people, the unions have to take risks. ; 

A fourth and final principle must be that a credit union must publicize—pub- 
licize—publicize. The credit union isn’t doing anyone any good if no one knows 
about it. And we must never assume that people know about these things just 
because there’s an article in the base newspaper Once a year or even once a 
month. Every base credit union should make sure that every arrival on the 
base knows about the union, its function and its address. Calenders, blotters, 
posters, every possible constant reminder should be used to make personnel 
aware of the location and existence of the credit union. Credit union officers 
should ask for time on Commander’s Call to explain the union. All media of 
publicity should be used. A growing credit union is bound to be a useful credit 
union and useful credit unions are mighty important to the Air Force. * * * 

very advance in the art of warfare serves to make the individual military 
member a more important person and places a greater premium on his ability, 
his motivation and his sense of responsibility. We are now on the threshold 
of some very great advances which will make Air Force very, very important, 
which will require great skill and a high sense of responsibility. There can be 
no room for the guy who’s always in financial trouble, always being taken by 
sharp operators, always in debt for more than his income. 

If our Air Force credit unions can help us help our personnel to a sense of 
financial prudence and responsibility and if they can provide our people with 
a means of inexpensive credit they will be serving the Air Force well. More 
power to all of you who are working toward these ends. 


Mr. Anperson. A rural credit union in my State has pioneered 
in the field of development of credit for rural people. That is at 
Sidney, Mont., and it has had a very successful venture into this 
field. 

There are many other fields that are being developed and expanded 
by the credit unions, and I think the legislation which is presently 
before your committee would be very helpful in expanding the use- 
fulness of credit unions to people who badly need this type of credit. 

Among the varinous changes proposed in H.R. 3675 and H.R. 
6407, some of the more important are amendments which would— 

(1) Permit the charterimg of Federal central credit unions, the 
membership of which fould be composed of Federal credit unions 
and credit unions organized under the laws of States, Territories, or 
possessions of the United States, and officers and committee members 
of such credit unions. The succeess of State-chartered central credit 
unions has indicated the need for such Federal central credit unions 
which would provide a source of credit for State and Federal credit 
unions and which would provide loan facilities for credit union 
officers and committee members whose borrowing privileges from 
their own credit unions are now restricted by law. 


40446—59—— 8 








110 


(2) Raise the unsecured loan limit of Federal credit unions from 
$400 to $1,000, and increase the loan maturity limit from 3 to 5 
ears. These changes would allow credit unions to meet their mem- 
rs’ financial needs more effectively. The past rises in prices of all 
types of commodities and services make it difficult for credit unions 
to serve their members’ credit needs adequately with the present $400 
unsecured loan liimtation. The increase in the loan maturity limita- 
tion from 3 to 5 years would also enable credit unions to more effec- 
tively serve their members by extending loans for longer maturities. 
Often the credit committee of these credit unions hesitate to extent 
needed financial assistance to their members when they know that a 
fairly short repayment period may place too heavy a monthly repay- 
ment burden on that member’s earnings. 

(3) Permit the appointment of a loan officer in a Federal credit 
union who could be permitted to approve loans up to the unsecured 
liimt, subject to review by the credit committee of the credit union. 
Under the present law the credit committee must approve all loans. 
This is a substantial burden on these crdit committee members who, 
in the larger credit unions, must often meeet daily to consider all loans. 
In many other cases, loan requests are unnecessarily delayed because 
of the inability to schedule prompt meetings of the credit committee 
members. The credit committee members, of course, serve volun- 
tarily and without compensation, but in the larger credit unions it is 
almost impossible for the credit needs of the members to be handled 
effectively under the present Federal law. This amendment, per- 
mitting a limited delegation of some of the powers of the credit com- 
mittee to a loan officer, is essential so that credit unions may continue 
to serve their members effectively. 

Many of the amendments contained in H.R. 3675 and H.R. 6407 
have been contained in previous bills and have been discussed by vari- 
ous committees of Congress. The changes in the Federal Credit 
Union Act proposed in the above bills are the result of intensive study 
of what experience has shown to be desirable in the improvement of 
the Federal credit union system to meet the needs and conditions of 
the present time and the predictable future. 

Thank you. 

Now, one of the most important provisions of the credit legislation 
which I introduced last year, and which is in the present legislation, 
is the one which provides for the chartering of Federal central credit 
unions, the membership of which would be composed of Federal 
credit unions, and also credit unions organized under the laws of the 
State—that is State credit unions. 

There is a great need for this type of central credit union, and I 
feel that this is one of the most important parts of the legislation 
before you. It provides for maximum flexibility, it makes it possible 
for funds to flow from an area in which there are surplus funds, 
through the means of the central credit union, to areas which have 
inadequate supplies of funds. Of course, two cases in which this would 
be particularly useful would be in cases of catastrophe, where there 
are unusual demands upon a local credit union without commen- 
surate availability of funds, and a similar situation that would exist 
in depressed areas, where the payroll is down. I think one such ease 
has already been called to the attention of your committee, of the 
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Michigan proposal that credit unions make interest-free loans to their 
members because their paychecks simply were not made available to 
them by the State. 

Such situations as that could be greatly assisted by central Federal 
credit unions, and I would like to point out that this provision of the 
bill is rather misunderstood. I would quote to you from the American 
Banker for Tuesday, May 12, which headlined a comment on this pro- 
vision of the bill by saying that, “Credit unions are seeking a Federal 
reserve system,” and while it didn’t make any particular attack on 
the provision, certainly attributed to this provision of the bill things 
that are far beyond anything that is either contemplated or that 
would be possible under the bill itself. 

If I may quote in addition to that headline, one sentence, it says 
in essence, “Federal and State-chartered unions would form a Federal 
reserve system of their own.” 

Well, of course, this is a ridiculous statement. Central credit unions 
would have no connection with the Federal Reserve, would use no 
Federal funds, credit, or authority. They are simply a means to 
make it possible for funds to flow from one area of our credit union 
system into another area, where it is needed. It may well be that this 
would be used to take care of seasonal variations. In certain areas 
there is a seasonal demand which would require that they borrow from 
such a central Federal credit union as we propose to set up, and at 
other times of the year this same credit union might well be on the posi- 
tive side and might be able to provide additional funds to flow into 
other areas so that they could expand their operation. 

Mr. Parman. If you will pardon an interruption, General, I think 
a schoolteachers’ credit union would be a good illustration. During 
the school term, they are depositing all the time, but during the 
vacation period some of them borrow money from their credit unions 
in order to help them out. 

Mr. Anverson. Thank you, Mr. Chairman. I certainly agree with 
you. 

Mr. Jonnson. Mr. Chairman. 

Mr. Parman. Mr. Johnson. 

Mr. Jounson. I think the point I take it you are making, Con- 
gressman, is that these are truly thrift organizations, and that the 
availability of a Federal central credit union would not, in fact, create 
any new money. It would simply make it possible for money saved 
by other credit unions to be available where needed. 

Mr. Anperson. Yes, sir; that is the sole purpose of the provision. 
We still couldn’t loan any more money than is deposited by the credit 
union members. But it would make it possible for it to go out of the 
particular area. It might not even have to come from another com- 
munity. As you know, we have a large number of credit unions in 
some of our larger cities. Some might be rail, others might be 
teachers, others might be church groups, and it might very well be 
that the money would simply flow from one part of a community into 
the other, but it would use the means of a central credit union in that 
area to permit the flexibility. 


Mr. JOHNSON. staples it should be noted again that one other pur- 


pose of the central credit union, as I understand it, is to permit the 


officers of other Federal credit unions to have a place to borrow, which 
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is beyond the powers otherwise available to them to borrow their own 
deposits back. 

r. AnpeRSON. Yes, sir; I thank you, Mr. Johnson. I did touch 
on that in my prepared statement, but because I heard the previous 
witness explaining that, I left it out for the moment. 

Mr. Jonnson. I just wanted the record to be very clear at this 

oint. 
F Mr. Anperson. Indeed; I thank you for your contribution. 

Mr. Parman. Had you finished, General? May I suggest that 
credit unions impress me as not being like commercial banks, because 
they operate on a 100 percent reserve, and therefore cannot create 
money; they just use the money that is already in existence. So to 
that extent it is not anything like a commercial bank. 

Furthermore, they only have one paid person for each credit union, 
although a credit union may have hundreds of members. That paid 
person is the treasurer. They do not operate through paid directors, 
as an ordinary commercial or industrial concern or financing business 
does. These directors are people who work in the place, or have a 
mutual interest with the other members, and they serve without pay 
of any kind whatsoever. All the officers, directors, and members of 
the different committees render great public service, and they do not 
receive anything for their service. So I have often said that the 
credit union movement to me is next to the church, because in its field 
it does a wonderful service. Certainly the credit union movement 
is more like—I am just talking about loans, and things like that now— 
it is more like a church, because the church has usually only one person 
who is paid, or like a lodge, like the Elks, the Moose, or any of those, 
they usually have one person who is paid, so a credit union functions 
more like a church or lodge rather than like a commercial bank. 
Don’t you agree to that ? 

Mr. Anverson. I certainly do, and, of course, the comments that you 
make point up the importance of one of the other provisions of the 
bill, which permits the appointment of a loan officer in Federal credit 
unions who will be permitted to approve loans up to the maximum 
unsecured limit, because presently these members who, as you point 
out, are unpaid, must approve all such loans, and that means one of 
two things. Either that these members must, in the larger unions, 
somehow make themselves available every day to pass on these loans, 
or the credit union is not able to adequately serve its membership. 
And I think the point you are making in addition to pointing up the 
unselfishness and the community nature of the credit unions, points 
up also the necessity for such legislation as we have before us at this 
time. 

Mr. Parman. And there is one other point: Officers cannot get loans 
under existing law from their credit union. If they were officers in 
a commercial bank, they could get a loan from another commercial 
bank. But they cannot get loans from another credit union because 
they must be members of the lending credit union. Therefore, there is 
one provision in this bill which corrects that inequity and does not 
discriminate against the people who render this great public service 
free of charge. 

Mr. Anperson. That was the point Mr. Johnson was making so 
forcibly a minute ago. 
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Mr. Parman. Yes, sir. 

Mr. ANnperson. Many of the amendments contained in these laws 
have been contained in previous bills and have been discussed by 
various committees of Congress. Changes in the Federal Credit 
Union Act proposed here are the results of intense study of years of 
experience, and of study of State credit unions, which in many ways 
have substantial advantages over the Federal credit unions. I feel 
that passage of each of the amendments proposed in the bill which the 
chairman has prepared and presented, and which I will be very 

leased to introduce later, as an indication of my full support, would 
of great help to our credit unions, in meeting the requirements of 
the present day, and the predictable future. I am a thorough believer 
in, and dedicated to, the cause that credit unions are serving. It is 
a need that simply cannot be met by anybody else and I am grateful 
that the chairman is pressing these hearings with so much expedition. 
I trust that the committee will back him up in seeing that we get good 
credit union legislation. 

I do want to thank you, Mr. Chairman, for this chance to speak. 

Mr. Parman. Thank you, General. Are there any questions? 

If not, thank you very much, General Anderson. You may supple- 
ment your remarks if you desire. 

The next witness is Hon. J. Floyd Breeding of the Fifth District of 
Kansas. Mr. Breeding, we are glad to have you as a witness before 
this committee. You may proceed in your own way. 


STATEMENT OF HON. J. FLOYD BREEDING, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KANSAS 


Mr. Breepine. Thank you, Mr. Chairman, I want to say at the 
outset that it is a privilege to be back in this committee room and to 
witness the good work that you and your committee are doing here. 
I certainly have fond memories of my work here on this committee. 

Mr. Parman. You made a fine member and we hated to lose you. 
At the same time we are glad to have you back and we appreciate 
your counsel and advice. 

Mr. Breeprne. Thank you, sir. I am Congressman J. Floyd 
Breeding of the Fifth District of Kansas, Mr. Chairman and 
members. 

I have studied the various amendments in the bills now being con- 
sidered by this subcommittee and I wish to register my support for 
H.R. 5777 and the related bills which propose a number of changes 
to modernize the Federal Credit Union Act. 

As the members of this committee know, the Federal credit unions 
have established a remarkable record of growth and achievement. 
Today there are approximately 10,000 Federal chartered credit unions 
serving over 5 million credit union members. 

Although credit unions have not progressed as rapidly in Kansas 
as they have in some other States, they are nevertheless performing a 
very vital and worthwhile service for our citizens. 

Although the great majority of credit unions are organized among 
groups as common bond as employment in the same office, plant or 
agency, a significant number are organized to serve members of pro- 
fessional and fraternal associations, members of a particular church 
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or parish, and in some cases individuals in a well defined geographical 
area. 

Most of the last group are organized in rural areas where thrift 
and credit facilities are not readily available. 

These rural credit unions, although relatively small in number, are 
playing a tremendously significant role in the economy of our farm 
communities. At the beginning of 1957 there were 40 rural credit 
unions in the State of Kansas, and approximately 525 in the United 
States. I understand that this figure has grown rapidly. During the 
first 8 months of 1958 at least 30 new rural credit unions were chartered 
in the State of Kansas alone. Most rural credit unions are sponsored 
by farm organizations, rural churches, and other rural groups. 

Farm bureau cooperative associations, Grange units, and the 
Farmers Union, have all promoted and sponsored rural credit unions. 

As is true in all credit unions generally, some members use the 
facilities primarily for thrift, while others are primarily interested 
in them as a credit medium. Those credit unions organized in farm 
areas are an important source of credit for the financing of feed, 
supplies, and equipment purchases of their members. Because of the 
seasonal and irregular nature of farm income, families who earn their 
income from the soil require constant and ready available credit facili- 
ties. By their very nature credit unions are ideally suited to serve 
these needs. 

However, federally chartered credit unions are severally handi- 
capped in providing their service in rural and farm areas, due to the 
present 3-year loan maturity limit. As a result most rural credit 
unions are chartered under State law since they are generally much 
less restrictive insofar as this provision is concerned. For instance, 
in Kansas the State credit union law is silent in this connection, there- 
by leaving the maturity limit to the discretion of the board of directors 
of each credit union. 

Extension of the maturity limit to 5 years as proposed in the bills 
before this committee would be invaluable in allowing Federal credit 
unions to better serve America’s farm families and rural communities. 

Other amendments in the bill are of particular interest to rural 
credit unions in my area, such as: 

(1) The provision to merit the chartering of Federal central credit 
unions, because of the seasonal and fluctuating nature of farm income, 
Federal credit unions in rural areas need a readily available source of 
additional funds in order to serve their members adequately. 

(2) The provisions raising the signature loan limit from $400 to 
a thousand dollars. The rising cost of farm supplies and equipment 
and the increased mechanization of America’s farms have resulted in 
an increased amount of the average loan needed. Four hundred dol- 
lars is no longer a realistic signature loan limitation for Federal 
credit unions. 

(3) Provisions allowing appointment of a loan officer by the credit 
committee to approve loans up to the unsecured limit or in excess of 
such limit if fully secured by shares. It is particularly difficult, and 


often impractical, for credit committees of credit unions serving 
rural communities, covering relatively large geographical areas, to 
meet more often than once per month as required by law, or imme- 
diately when emergency loans are needed. Through a loan officer, 
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the burden of the credit committee would be reduced and service to 
the members improved. 

That concludes my statement, Mr. Chairman, and I appreciate the 
opportunity to say hogs few words in behalf of this legislation. Most 
certainly I am for it. 

Mr. Parman. Thank you kindly, sir. 

Are there any questions, gentlemen ? 

If not, thank you very much, Mr. Breeding. 

Next we will hear from Hon. Ken Hechler, Congressman from the 
Fourth District of West Virginia. 

Thank you, Mr. Hechler. You may proceed as you wish to give 
your testimony. 


STATEMENT OF HON. KEN HECHLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Hecuter. Mr. Chairman, this is about the coldest hearing room 
that I have ever been in, but I just want to say I appreciate the 
warmth of your own personal support for the credit union movement 
over the past 25 years, since the passage of the Federal Credit Union 
Act of 1934. 

I think I would say that I agree wholeheartedly with the previous 
witnesses in what they have said. I am particularly glad to see that 
your bill, H.R. 5777, increases the limit on unsecured loans from $400 
to a thousand dollars, because, of course, since 1949, the purchasing 
power of the consumer dollar has decreased a great deal. I don’t 
want to give you any details on that. I am sure your distinguished 
colleague, Mr. Johnson, can fill you in on that. 

Mr. Parman. Would you permit an interruption on that one point ? 

Mr. Hecuuer. Certainly. 

Mr. Patman. It all depends, of course, on what you are buying and 
at what price, in order to determine the value of the dollar now com- 
pared to any other period. The most inflationary price, I believe in 
America today is the price of interest. If you will take 1946 as an 
example, or 1945, and determine what the Federal Government was 
paying in the form of interest on short-term obligations, you will find 
that the dollar that bought a dollar’s worth of interest then, will only 
buy 10 cents worth of interest today. So it is a 10-cent dollar for the 

urpose of paying interest on short-term obligations of the Federal 
overnment. But you never hear that mentioned, do you? 

Mr. Hecuter. That is correct. 

Mr. Patan. I think the only inflation we have at issue today, and 
have had for several months, of a dangerous type, is the inflation in 
the price of interest. And yet you never hear anything about it. 

Mr. Hecutuer. I agree and that is why it is so important and I am 
glad that you, in your bill, have paid attention to bringing the situa- 
tion up to date with the situation in our economy, and I appreciate 
the comment you have made about the importance of interest. 

I believe, as proposed in H.R.5777, that Federal credit unions 
should be permitted to invest in the shares of central credit unions. I 
would also like to see the limits on certain types of loans raised, in- 
cluding the limits on unsecured loans, and I believe it would be wise 
to extend the loan maturity from 3 to 5 years. 
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It is for the welfare not only of individual credit union members, 
but for the entire economy of our country, that I support this legisla- 
tion. In making these statutory changes, we are only taking note 
of the changes which have occurred in our economy—changes which, 
in most instances, have had their most telling effect upon the little man, 
the wage earner and the white-collar worker. 

Mr. Chairman, I believe deeply that the strength of our way of 
life lies in the fact that you and I and a majority of the Congress and 
the American people are convinced that freedom of economic oppor- 
tunity is essential to our survival. Freedom of economic opportunity 
can be achieved only if we are concerned with the protection of that 
freedom for the little people—because we know that the big boys can 
take care of themselves. 

Now credit unions are one of the best examples of economic democ- 
racy in action, for the benefit and protection of the little people, and 
we ought to do everything in our power to strengthen them. The 
people need a source, a safe source, from which to obtain small loans 
at low interest rates without turning to loan sharks. 

In these days when we read and hear so much about Government 
expenditures and taxes, it is refreshing to recall that the Federal credit 
union system under the Department of Health, Education, and Wel- 
fare does not cost the American taxpayer a red cent, and is self-sus- 
taining. And we have an opportunity by passing H.R. 5777 to 
strengthen the whole system without spending any more money. 

Mr. Chairman, several weeks ago I had the honor to address the 
annual luncheon of the West Virginia Credit Union League, and I 
expected about 30 or 40 hardy souls to show up, but I was amazed 
when 130 of them came to hear my remarks. Since they had been 
getting a kind of steady diet of credit union facts for the previous 
24 hours, I talked with them about the work of my Committee on 
Science and Astronautics and talked with them about outer space. 
But they proved by their questions that they really had their feet on 
the ground and at the end of the speech I slipped in a few comments 
about credit unions and at that time I made a pledge that I would do 
nie tg Sg my power to work for the passage of H.R. 5777. This 
morning, Mr. Chairman, I am here to redeem that pledge. 

Thank you for the opportunity. 

Mr. Patrman. Mr. Hechler, may I offer one other suggestion. Yes- 
terday we had a witness from Boston, and this witness just inciden-* 
tally mentioned how a certain member of a credit union was drowned 
the very day he received his paycheck and he had his paycheck in 
his pocket when he was drowned. He left 10 children and a widow. 
Naturally they had todo something. It wasanemergency. He said, 
incidentally, that this person usually brought his check on that par- 
ticular day and divided it up among all of his family. He had thrift 
accounts for each one of the children, depending upon the age of the 
child. And I asked this witness if that was customary, and he said 
that it was. He said that they had tens of thousands of dollars in 
thrift accounts saved in that way; that the wage earners would put 
in the account for their children every payday. I thought that was 
a wonderful thing, a wonderful example of thrift. 

Mr. Burge. I would like to say at this point, Mr. Chairman, that 
being from Massachusetts, I am very proud to say that the credit 
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union movement was established by Mr. Filene in Massachusetts. I 
think Massachusetts was the first State to recognize the need of a 
credit union law. I think it was really pushed in our State and has 
helped thousands and thousands of families. Iam proud of the credit 
unions of Massachusetts. 

Mr. Hecuuer. I am glad the gentleman brought that up, because 
9 years ago this month I was out in Madison, Wis., with that great 
champion of credit unions, Harry S. Truman, when he dedicated 
Filene House to the memory of the great Boston philanthropist who 
did so much to establish and further the credit union movement which 
as the gentleman said, started in Massachusetts. But since that day 
in 1950, as in other fields in the mid-50’s, we have not made the bold 
progress of former years. 

Mr. Parman. That is right. I knew Mr. Filene very well. I was 
in conference with him and Senator Sheppard and others when the 
first bill was proposed. And he had Mr. Totctes here, who was 
a wonderful man, who looked after Mr. Filene’s interests in trying 
to secure the passage of the bill. I am placing in the record today a 
complete history of the credit union movement insofar as the various 
bills and laws are concerned, right on down to date. 

Mr. Burke. I would like to say, Mr, Chairman, that Mr. Edward A. 
Filene spent a great deal of time and money in what was just an unsel- 
fish effort on his part, and he gave a great part of his time to this 
work. He was one of God’s great noblemen. 

Mr. Parman. He was one of the greatest men I ever knew. He 
sold everybody on this credit union movement. He had a magnetic 
personality. He had the kind of personality that would impress peo- 
ple that he was doing something that was genuine and that they should 
take up. 

oy a an international credit union week and day, which is the 
third week in October and the third Thursday in October, I believe. 
This was started under President Truman in 1948 on the 100th anni- 
versary of the first credit union, which was organized in Germany. 
I believe President Eisenhower has, each year, sent telegrams com- 
mending the credit unions. 

This year I think we ought to have another day in addition to that. 
That is the national credit union day which I am all for. You know 
this movement is 25 years old. Insofar as Federal credit unions are 
concerned, President Roosevelt signed the bill making it the Federai 
law on June 26, 1934. So on June 26—that is on a Friday—I think 
1 will ask for a couple of hours on the floor of the House in order to 
have time enough to yield to any Member who would like to partici- 
pate in paying honor and respect to the people who did so much for 
this great cause. 

Mr. Jounson. Can I suggest, Mr. Chairman, that we seek to make 
the bill become law on the same day ? 

Mr. Parman. That is a wonderful suggestion. That will be our 
goal. 

Mr. Hecuier. Mr. Chairman, I feel this bill is in very good hands, 
and I commend this committee for its work on it. 

Mr. Parman. Thank you, sir. We appreciate your support. 

As stated at the beginning of the record today, I will insert the 
history of the credit union movement that I have just outlined, and 
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also a list of the Members of the House who would like to be recorded 
as supporting H.R. 5777. 

Mr. Jonnson. Mr. Chairman, could I ask that the hearings contain 
a statistical history of the credit union movement in the United 
States? If I may have Mr. Austin’s attention, I see he is still in the 
room—Mr. Austin, I suggest that we ought to have in the record a 
statistical history of the credit union movement, if you can assemble 
a very simple one. 

Mr. Austin. We would be most happy to do so. 

Mr. Patman. I suggest that it go in the record as of yesterday, 
following the testimony of Mr. Stone. 

Mr. Jounson. I appreciate that. 

Mr. Patman. Without objection it is so ordered. 

Are there any other witnesses? If not, is there anything that the 
committee members would like to bring up before we recess ? 

Tomorrow morning we will have the Director of the Bureau of 
Federal Credit Unions, Mr. Gannon. 

Mr. Jounson. Mr. Chairman, it is with profound regret that I must 
say that I have another appointment at 10 tomorrow so I will be a 
little late. 

Mr. Parman. Very well. Without objection the committee will 
stand in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 11:10 a.m., the committee saiberned, to reconvene 
at 10 a.m., Wednesday, May 13, 1959.) 
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WEDNESDAY, MAY 13, 1959 


Hovusr or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Suscommittte No. 3, 
Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10 a.m., room 
1301 New House Office Building, Hon. Wright Patman (chairman of 
the subcommittee), presiding. 

Present: Mr. Patman (presiding), Messrs. Multer, Burke, Miller, 
and Milliken. 

Mr. Parman. The committee will please come to order. 

I have a statement here from Mr. J. O. Brott, general counsel of 
the American Bankers Association, giving the views of the American 
Bankers Association. He has asked that this be inserted in the record 
and without objection, it will be placed in the record at this point. 

(The statement of Mr. Brott follows :) 


STATEMENT OF J. O. Brott, GENERAL COUNSEL, THE AMERICAN BANKERS ASSOCIA- 
TION ON H.R. 5777 BeForRE SUBCOMMITTEE No. 3 OF THE HOUSE COMMITTEE 
ON BANKING AND CURRENCY 


This statement sets forth for consideration by the committee the views of the 
American Bankers Association with respect to H.R. 5777 and companion bills 
embodying identical or basically similar provisions. 

Bankers have a definite interest in legislation in the credit-union field be- 
cause of the actual and potential impact of credit-union operations on banks and 
the public served by banks. It is our desire, at the outset, to make clear to the 
Congress the attitude of the American Bankers Association regarding the recent 
substantial growth of credit unions and why we believe that changes in the 
pending bills should be made. 

The statement which follows sets forth the policy approved by its adminis- 
trative committee on April 18, 1959. It interprets the role of credit unions in 
the financial structure, with particular regard to their implications for banking. 
This statement of policy reads: 

“The American Bankers Association regards as proper and constructive the 
original concept under which a group of persons with a common bond may 
organize and operate a credit union and thereby provide financial assistance 
to each other by pooling savings to lend to those members of the group who 
are in need of credit. 

“The association believes, however, that any broadening of credit-union func- 
tions and operations beyond this original concept is not in the public interest. 
More than a century of development has provided a framework of public policy 
for banking through which the benefits of healthy competition can be obtained 
without endangering the soundness and strength of the banking system. Fed- 
eral and State legislatures have set forth strict standards for the chartering 
and regulation of banks and those other financial institutions which are intended 
to serve the public at large. This has been done in order to protect the public 
interest. 

“The public interest is endangered if other financial institutions organized 
under an entirely different concept are granted additional powers enabling 
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them to serve the public at large or otherwise changing significantly the pur- 
poses for which they were originally intended. The financial system, under 
such circumstances, becomes exposed to the same unhealthy conditions which 
so often in the past have resulted in financial chaos. 

“The association takes full cognizance of the healthy competition resulting 
from the operationof credit unions within their original concept. The associa- 
tion opposes, however, any efforts which serve to alter the original concept 
of the credit union by compromising the basic principles of self-help and re- 
sponsibility of the credit union to its own membership.” 

In the light of the aforesaid policy, our recommendations with respect to 
specific provisions of H.R. 5777 are as follows: 

(1) Section 1 provides for the organization of Federal central credit unions 
and authorizes Federal credit unions to invest in shares of such Federal central 
credit unions or other central credit unions. 

In our view, the pooling of resources among credit unions through the in- 
strument of central credit unions is not consistent with the principles of the 
common bond and the responsibility of the credit union to its own member- 
ship. The credit union appropriately should serve its own membership and 
should not extent the scope of its operation or lend its resources to groups out- 
side its common bond. Except for temporary purposes, investments should be 
limited to loans to the members of the group. Likewise, authority to borrow 
should be restricted to temporary or emergency purposes, and should not be 
employed as a means of shifting funds between credit unions or broadening 
lending operations beyond the limit of the funds available from savings of the 
members of the credit union. 

(2) Section 2 extends the maximum maturity on loans from 3 to 5 years. 
A concentration of loans in longer maturities might impede the liquidity that 
a credit union otherwise might derive from turnover of its loan portfolio. Pro- 
vision might be made to restrict total loans with longer than a stated maturity 
to a maximum percentage of the credit union’s capital and surplus. 

(3) Section 9 increases from $400 to $1,000 the maximum amount that can 
be loaned to a member on an unsecured basis. The question is raised as to 
whether such a substantial increase in the size of loans might not cause an un- 
due concentration of risk in fewer borrowers and thus expose shareholders 
unduly to such risk. Provision might be made to restrict the total of loans 
over $400 to a maximum percentage of the credit union’s capital an dsur- 
plus. 

(4) Section 4 gives Federal credit unions authority to charge members and 
individuals eligible to become members a reasonable fee for cashing or sell- 
ing checks. While we recognize that over-the-counter transfer of funds is 
sometimes necessary in conducting a credit union’s thrift and loan functions, 
it is not appropriate for them to operate as tellers’ windows performing an ex- 
change function which would give them the appearance of banks. Not only is 
the selling of checks inconsistent with the purpose of the credit union, but like- 
wise is the authority to serve nonmembers in both cashing or selling checks. 
Under this provision, a Federal credit union organized under the bond of a 
community or rural district might well perform a banking exchange function 
without regard to membership requirements. 


Mr. Parman. Also Mr. John L. Carey, executive director of the 
American Institute of Certified Public Accountants has sent in a 
5-page letter to the subcommittee outlining the institute’s views regard- 
ing this bill. That, too, will be inserted in the record at this point 
without objection. 

(The letter referred to follows :) 


AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, 
New York, N.Y., May 12, 1959. 
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Hon. WRIGHT PATMAN, 
Chairman, Subcommittee No. 3 of the House Committee on Banking and Cur- 
rency, House Office Buildiny, Washington, D.C. 

DEAR CONGRESSMAN PATMAN: You have before you at this time a number of 
bills to amend the Federal Credit Union Act. Several of them contain proposed 
changes apparently designed to broaden authority of credit union management 
to engage professional assistance in carrying out the audit requirements under 
the present act. 
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We have certain recommendations to offer regarding these proposed amend- 
ments which we hope will aid your committee in achieving its objective of devel- 
oping constructive legislation. We would appreciate it if this statement could 
be made a part of the record of your hearings. 

As you know, the American Institute of Certified Public Accountants is the 
only national association of certified public accountants, with a membership of 
more than 34,000. The institute is primarily concerned with the work of inde- 
pendent certified public accountants, with major emphasis on accounting prin- 
ciples and procedures, auditing, income taxation, and advice on business problems. 

Section 11(e) of the Federal Credit Union Act presently requires that: 

“The supervisory committee shall make, at least quarterly, an examination 
of the affairs of the Federal credit union, including an audit of its books; shall 
make an annual audit and a report to be submitted at the annual meeting of the 
corporation; * * * 

The changes in this language proposed in several of the bills before you appear 
in section 16 of the bills and include the addition of the words “or cause to be 
made” so that the language would read: 

“The supervisory committee shall make, or cause to be made, at least quarterly, 
an examination of the Federal credit union, including an audit of its books; 
shall make, or cause to be made, a report of its quarterly examination to the 
board of directors; shall make, or cause to be made, an annual audit, a report 
of which shall be submitted to the members at the next annual meeting of the 
corporation; * * *” (emphasis added). 

The same bills also propose the addition of the following clause to section 
11(c), relating to directors, of the present act (section 14 of the bills) : 

“and provide for compensation of necessary clerical and auditing assistance 
requested by the supervisory committee, * * *.” 

These proposed changes are the basis for our belief that the sponsors of the 
bills intend to broaden the authority of the management of Federal credit unions 
to authorize specifically the engagement of professional assistance in carrying 
out theaudit requirements under the present act. We believe these changes are 
constructive. However, there are two points regarding them which we should 
like to bring to your attention. The first is that the word “audit” without 
further description has no precise meaning. Accordingly, we believe it should 
be defined in the act. The second point is that an audit, naturally, can be no 
better than the skill of the person who performs it. We believe, therefore, 
that the statute should provide for the audit to be made by technically competent 
independent accountants. 


DEFINITION OF “AUDITS” 


We believe it is essential to set forth clearly in the act the standards to be 
followed in the conduct of the audits. An audit requirement which does not 
cover these standards may give the appearance of setting up some safeguards 
against inadequate financial reports when, in fact, no such safeguard is actually 
present. Unless the word “audit” is defined, there is almost certain to be 
confusion about the scope and intensity of the work to be performed, which 
might easily result in failure to achieve congressional intent. 

A simple way to avoid these risks is to specify in the legislation that the 
required audits must be conducted in accordance with “generally accepted audit- 
ing standards.” That quoted phrase has a definite meaning. It refers to the 
formal standards developed over the last 40 years by the American Institute, 
and embodied in its official reports and statements. These standards are well 
recognized and accepted by CPA’s as establishing the responsibility assumed by 
independent auditors and have frequently been cited by the courts, the Securi- 
ties and Exchange Commission, and other governmental agencies. 


COMPETENCE OF AUDITORS 


The present act, and the proposed amendments, call for quarterly and annual 
“audits.” Obviously it is the intent of Congress that there should be periodic 
reviews of a credit union’s operations to provide assurance that its financial 
reports are reliable. However, auditing is a highly technical skill which cannot 
be adequately performed except by those who have had extensive training and 
practical experience in the work. To ask a supervisory committee, composed of 
people who are generally not trained in accounting and auditing, to assume an 
audit responsibility appears to place an unfair burden on them which they cannot 
properly discharge without professional help. 
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The most widely recognized evidence that a person has the necessary qualifi- 
cations for an auditor is his possession of the right to practice as a “certified 
public accountant.” That right is granted by the several States, Territories, and 
the District of Columbia to anyone who has demonstrated that he possesses the 
requisite character, education and experience, and has passed the uniform 24-day 
written examination which has been adopted by all the States, Territories and 
the District of Columbia. 

In addition, with few exceptions, CPA’s are subject to discipline for infrac- 
tion of rules of conduct adopted by the American Institute, State society of 
CPA’s and State boards of accountancy. Typically, these rules require adher- 
ence to generally accepted auditing standards and accounting principles, provide 
penalties for false and misleading statements, restrict contingent fees and 
financial interests in clients’ affairs, and prohibit occupations incompatible with 
public accounting—all intended to avoid even the possible appearance that the 
CPA’s judgment might be wrongfully influenced. 

Because of these facts, we believe that it would be reasonable to require in 
the legislation that the independent audits should be conducted by certified 
public accountants. There is sufficient precedent for this in both Federal law 
and regulation. However, if for any reason it does not appear practicable to 
require that audits be performed only by CPA’s, then we suggest that the legis- 
lation: give clear-cut authority to the Director of the bureau of | ederal 
Credit Unions to investigate the qualifications of any other public accountants 
and decide whose reports are to be accepted. 


SUPERVISORY EXAMINATIONS 


At the risk of belaboring a point which may already be well known to you, 
we should like to point out that a superivsory examination is not the same thing 
as an audit. Because examiners may use similar procedures to some extent, 
many people tend to confuse a supervisory examination with an audit. This 
difference is made clear in the Comptroller General’s report on the Bureau of 
Federal Credit. Unions under date of April 20, 1959, which quotes the examiner’s 
guide distributed by the Bureau as follows: 

“An audit is designed to go behind the figures appearing on the balance sheet 
and statement of income and expenses and to verify that these figures reflect the 
actual conditions that exist. The supervisory examination, on the other hand, 
consists of an analysis of (1) the credit union’s methods of operation from the 
viewpoint of determining whether there has been compliance with all applicable 
laws and regulations and whether the member’s shareholdings are being pro- 
tected, (2) the capacity and policies of its management, and (3) the credit 
union’s financial soundness. It is of course recognized that in making the super- 
visory examination some auditing steps or techniques are used in developing the 
facts.” 

As a mater of fact, we understand that the Bureau specifically states on its 
report forms that its examination is not the same as an audit. 

This emphasis on the differences between a supervisory examination and a pro- 
fessional audit is not intended as criticism of the supervisory authorities. If 
their examinations were to be broadened to accomplish the objectives of a pro- 
fessional audit, the number of examiners would have to be multiplied manifold. 
This, in turn, would necessitate an extensive training program and pose an ex- 
ceedingly difficult recruitment problem in view of the scarcity of qualified trainee 
accountants. 

SUMMARY OF RECOMMENDATIONS 


Since the scope and quality of audits can vary widely unless adequate safe- 
guards are provided, it would seem desirable that any audits of Federal credit 
unions, authorized by this legislation, should be conducted by independent certi- 
fied public accountants, in accordance with generally accepted auditing 
standards. 

In closing, I want to assure you that the American Institute of Certified Pub- 
lic Accountants will be glad to be of whatever help it can with respect to any 
matters relating to financial reporting, auditing, or accounting principles. 

Yours sincerely, 


JOHN L. Carey, Executive Director. 
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Mr. Parman. Our first witness this morning is Mr. J. Deane Gan- 
non, Director, Bureau of Federal Credit Unions, Department of 
Health, Education, and Welfare. 

Mr. Gannon, will you come around, please. I notice you have a 
prepared statement. 

Mr. Gannon. I do, Mr. Chairman. 

Mr. Parman. You may present it as you desire. 


STATEMENT OF J. DEANE GANNON, DIRECTOR, BUREAU OF FED- 
ERAL CREDIT UNIONS, DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 


Mr. Gannon. Thank you, Mr. Chairman. I am J. Deane Gannon, 
Director of the Bureau of Federal Credit Unions, Department of 
Health, Education, and Welfare. 

H.R. 5777 proposes 22 substantive changes in the Federal Credit 
Union Act, some of which were originally suggested to the Congress 
by the Department of Health, Education, and Welfare as a part of 
the Financial Institutions Act (S. 1451 and H.R. 7026, 85th Cong.). 

We would favor without modification the following 12 proposals: 

1. To permit loans to directors and committee members up to the 
amount of their shareholdings in the credit union as now provided, 
plus the total unencumbered and unpledged shareholdings in the Fed- 
eral credit union of any member pledged as security for the obligation 
of such director or member of committee (sec. 3(a) ). 

2. To more specifically state the prohibition against endorsement 
of loans for borrowers by members of the supervisory or credit com- 
mittee rather than “committee member” as presently provided (sec. 
3(b)). 

3. To permit the election of more than one vice president (sec. 6). 

4. To change the title of the position now designated as “clerk” 
to “secretary” (sec. 6). 

5. The new provision that “no executive officer, except the treasurer, 
shall be compensated as such” incorporates in the law a limitation 
now prescribed by the bylaws and accepted practice (sec. 6). 

6. To provide specific authority for the Board to compensate the 
necessary clerical and auditing assistance requested by the super- 
visory committee and the authority for the Board to compensate loan 
officers appointed by the credit committee (sec. 7(b) ). 

7. To specify that dividends may be declared by the board of 
directors instead of by the members as now provided (sec. 10). 

8. To provide that the bylaws may specify semiannual dividends 
rather than the present limitation to annual dividends (sec. 10). 

9. To permit dividend credit for a full month on those shares which 
are or become fully paid up during the first 5 days of that month 
(sec. 10). 

10. To permit allocation of space in Federal buildings to those 
credit unions having a membership composed of at least 95 percent 
of Federal employees instead of the present requirement that the 
membership be composed exclusively of Federal employees (sec. 12). 

11. A provision which will make robbery of a Federal credit union 
a crime under Federal statute (sec. 15). 
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12. To extend the Federal Credit Union Act to the several Terri- 
tories and the several possessions in addition to the several States, the 
District of Columbia, the Panama Canal Zone, and the Common- 
wealth of Puerto Rico (sec. 13). 

We would have no objection to the following seven changes subject 
to the suggested amendments and modifications: 

1. Section 2 would extend the loan maturity from 3 years to 5 years. 
We are not aware of a great need for extended loan maturities. In 
fact a recent study of loans made by Federal credit unions indicates 
that only about 10 percent of the total number of loans made were for 
the present maximum limit of 3 years. It is recognized that loans 
for se improvement could be made to a better advantage if the 
maturity limit were extended. 

However, we should not be unmindful of the correlation between 
liquidity and loan maturities. Certainly the key to proper liquidity 
and solvency is the systematic amortization of loan receivables. These 
considerations would suggest that required amortization be a condi- 
tion for approval of an increase of loan maturities and we would 
suggest an amendment which would provide authority to make loans 
with maturities not exceeding 5 years which shall be amortized by 
equal payments of principal together with interest during the term of 
the loan to be made not less frequently than annually. 

2. Section 4 is intended to provide the specific authority for Federal 
credit unions to cash and sell checks and to make a reasonable charge 
therefor. Certainly the demand for such authority is not widespread. 
The convenience to members is not questioned but these activities have 
been known to impose a substantial workload upon the credit unions 
even to the point of interfering with the normal activities of thrift and 
loan services. We find little justification for rendering this service to 
individuals eligible to become members as proposed. Legally and 
traditionally credit unions do business with members only and we do 
not believe that an exception in this area would be justified. We do 
not believe that credit union members should be required to pay a fee 
for a check which represents a withdrawal from their share accounts 
or for the proceeds of loan transactions by the members. In view 
of these considerations and further to cope with the hazards which are 
inherent in these activities we would suggest adoption of this proposal 
only if the authority is limited to service to members and made sub- 
ject to rules and regulations of the Director designed to safeguard the 
eredit union and the members’ interests. 

3. Section 5 provides for the appointment of the supervisory com- 
mittee and the duties and powers of that committee. ‘The provisions 
of this section represent a substantial departure from the traditional 
election of the supervisory committee by the members to the proposed 
appointment by the president subject to ratification by the board, 
which, in turn, identifies the committee with those responsible for the 
general management rather than with the membership and inde- 
pendent of management. We are aware of the fact that there are 
good arguments for making management more directly responsible 
for internal audit and control. Our chief concern is that Federal 
credit unions will have the benefit of adequate and efficient audit and 
control. We do not believe that the president, who is an officer, should 
select the members of the supervisory committee who will be auditing 
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his administration and we would, therefore, suggest an amendment to 
are for a supervisory committee of three members to be elected 
y the board of directors. 

If the method of election of the members of the supervisory com- 
mittee is modified we would suggest amendment of section 5(b) to 
delete the authority of the president to suspend members of the 
supervisory committee. This would leave suspension action by either 
the supervisory committee or the board subject to the approval of the 
members. Moreover, unless ultimate authority here resides in the 
membership there could arise the untenable situation of cross suspen- 
sions with the membership able to decide only one. 

4, Section 7(2) incorporates an entirely new concept of approval 
of applications for membership by permitting the board of directors 
to delegate to the membership chairman authority to act upon such 
applications. This proposal is made to eliminate the need for hold- 
ing applications for membership for action until the next regular 
monthly meeting of the board and to avoid the necessity of convening 
a special meeting of the board to approve such applications at an 
earlier date. 

We agree that election to membership may reasonably be made by a 
committee or by an individual and accordingly have no reservation 
concerning the objective of this proposal. We do, however, suggest 
the necessity for incorporating the following limitations and 
additions : 

(a) If the delegation is to an individual such person should not be 
the treasurer or assistant treasurer as specified, and neither should 
he be the loan officer as provided for in section 8. ‘This exclusion 
would avoid the possibility of one-man control. 

(6) The language of this section should specifically provide that 
all eee for membership not approved by the committee or 
membership chairman shall be presented to and acted upon by the 
board of directors. 

(c) It appears to us that there are additional areas in which an ex- 
ecutive committee made up of a number of the members of the board 
could effectively function under a limited delegation by the board. 
Such areas would include the buying and selling of the securities 
which are specifically prescribed in section 7 of the Federal Credit 
Union Act as authorized investments for Federal credit unions. The 
language of this proposed section would not appear to permit dele- 
gation to an executive committee and we wield suggest such a revi- 
sion so that if the board so desired specific: delegations, including 
acting upon applications for membership, could ‘be handled ‘by an 
executive committee of the board. ' 

5. Section 8. of the bill authorizes the credit committee to delegate 
to a loan officer power to approve loans up to the unsecured Joan 
limit. The loan officer proposal is justified by the fact that the volume 
of loan applications in some Federal credit unions is rather large 
and the credit committee, which is not compensated, finds it difficult 
to give the time needed to render prompt loan service in many emerg- 
encies. We acknowledge the need for some relief in this area and 
in fact. have advocated such a delegation providing the delegated 
authority was held within well-defined limitations. A recent study 
of loans. made by Federal credit unions indicates that loans of $500 
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and less accounted for 66.4 percent of the total number of loans 
made. It appears that a delegation for loans of $500 and less would 
give substantial relief to the credit committee in the matter of volume 
of applications and at the same time facilitate loan service. We do 
not believe it desirable to establish a direct relationship between the 
unsecured loan limit and approval of loans by a loan officer. Loans 
of less than the statutory loan limit may well require as much or more 
consideration as those of larger amounts. 

We believe it desirable to retain the credit committee consideration 
of larger loans and accordingly suggest that adequate relief to the 
credit committee and prompt service to the borrowers could be at- 
tained by limiting the delegation of authority to the loan officer to 
those applications for loans of $500 and less. 

6. Section 9 would increase the unsecured loan limit from $400 as 
now provided to $1,000. The unsecured loan limit has been pro- 
gressively increased by action of the Congress from an initial amount 
of $50 in 1934 to $100 in 1940, $300 in 1946, and $400 in 1949. Weare 
quite proud of the loan experience and we believe that this experi- 
ence would support upward revision. On the other hand, we are not 
aware of any hardship for credit union members because of the limit 
placed upon unsecured loans. In fact the loan study made revealed 
that 46.2 percent of the total number of loans made were unsecured 
and that the average unsecured loan made was $245. A 1956 sum- 
mary of State laws governing State-chartered credit unions indi- 
cates that in those 29 States and the District of Columbia in which 
there is a statutory unsecured loan limit: 

(a) Only one State—New York—has a limit in excess of $500 and 
that is $1,000 which applies only to credit unions having capital of 
$2 million or more. 

(6) Eight States—California, Connecticut, Illinois, Missouri, Ore- 
gon, Utah, Washington, Wisconsin—have an unsecured loan limit of 
$500. 

(c) Nineteen States have lower limits—$50 to $400. 

It appears inevitable that larger unsecured loans will increase the 
risk for Federal credit unions especially if loan maturities are in- 
creased to 5 years. For all these reasons we believe that an increase 
in the unsecured loan limit to $500 would certainly impose no hard- 
ship on any credit union member and would not likely, of itself, 
adversely affect the loss experience of Federal credit unions but would 
give some additional latitude in the extension of unsecured credit. 
We, therefore, recommend a limit of $500 for unsecured loans. 

7. Section 14 provides authority for conversion from a Federal to 
a State credit union and from a State to a Federal credit union. 
Actually we have had no problem in this area. Since 1934 there have 
been 27 Federal credit unions that changed to a State charter for a 
number of reasons. Three converted so that the officials could en- 
gage in the sale of insurance to members. Federal credit unions, 
their officials, or employees may not profit from insurance sales aris- 
ing out. of credit union transactions. We further require that bor- 
rowers must be permitted a free choice in selecting an insurance 
company when insurance of the property pledged to the Federal 
credit union is required. Another 14 Federal credit unions have 
changed to State charter in order to make long-term real estate mort- 
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gage loans. Another 10 appear to have changed for miscellaneous 
reasons. We have no objection to conversion from a Federal charter, 
however, we believe that any legislation authorizing conversion from 
Federal to State charter should require the affirmative vote of at least 
a majority of the membership, either in person or in writing. 

There have been 17 cases in which credit unions operating under 
State law have requested Federal charters. In most cases these 
credit unions served or desired to serve employees of an employer 
whose business activities extended beyond State boundaries and they 
were precluded from such operation by State law. These credit unions, 
with the approval of the State supervising authority, sought a Federal 
charter and, since they met the qualifications of the Federal Credit 
Union Act, Federal charters were issued. We would not accept any 
credit union which would seek to avoid proper supervision and regula- 
tion by a State authority. Nor do we desire to compete with any State 
in the chartering of credit unions. It seems to us, however, that the 
proposed language fails to provide for the same investigation and 
qualifications for Federal charters under this procedure as required for 
other applicants for Federal charters. Accordingly, we would sug- 
gest that the organization certificate filed with the bureau by a State 
credit union should be subject to the same approval required by the act 
for individuals seeking an original Federal charter, and that such 
approval should be conditioned upon the director being satisfied that 
all the requirements of the act have been complied with, not merely 
upon completion of the three formal steps as now apparently provided 
in the bill. 

The following proposals seem to us either unnecessary or undesir- 
able and we would accordingly recommend against their enactment. 

Proposed amendments to sections 2, 9, 10, and 11(d) of the Federal 
Credit Union Act introduce new authority for the chartering of and 
operation of Federal central credit unions which are chiefly distin- 
guished by their inclusion of credit unions organized under Federal and 
State law as members. 

The proposed new section 7(e) would permit Federal credit unions 
to invest unlimited funds, in the shares of Federal and State central 
credit unions. Actually these proposals add very little flexibility for 
Federal credit unions. The present act permits Federal credit unions 
to borrow from any source. It also permits them to make loans to 
other credit unions. In addition there are officers’ credit unions which 
provide additional sources of borrowing for the officials who are lim- 
ited in their borrowing from their own credit union. It is ac- 
knowledged that a number of the States do permit the organization of 
central credit unions and the investment therein by State chartered 
credit unions. It seems, however, that through this vehicle there has 
developed in an unorganized manner a quasi-central system which in 
times of economic stress could not meet the real need of credit unions 
for a source of discount which would permit them to maintain the 
liquidity necessary to adequately serve their members. . Certainly cen- 
tral credit unions which operate under the same statutory provisions 
as other credit unions could not hope to service any more effectively 
the needs of credit unions than the facilities that are now available. 

We do not believe that a strong case could be made for unlimited 
investment by Federal credit unions in shares of central credit unions 
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in order to obtain a greater yield from investments. We believe that 
experience has indicated that central credit unions could not pay a 
higher rate of dividend than the yield normally returned by the pres- 
ently permitted investments. 

In view of these considerations we do not feel that legislation 
to permit the organization of Federal central credit unions and to 
permit Federal credit unions to invest unlimited amounts in shares 
of central credit unions is either necessary or desirable and we would, 
therefore, not recommend these proposals for adoption. 

Section 11 proposes a new subsection (h) to section 16 of the Federal 
Credit Union Act and provides that in every case of an adjudication 
by the director under this act, determination shall be made on the 
record after giving the opportunity for a hearing to all persons and 
credit unions who may be directly affected by any order that may 
be issued as a result of such adjudication. First we are not aware 
of any expressed desire for this provision by Federal credit unions. 

Further, we do not believe that the absence of this requirement 
during the 25-year history of Federal credit unions has presented 
any problem for either the Federal credit unions or the bureau. 

In view of the fact that the bureau operates without an appropria- 
tion of Treasury funds we are especially concerned with the additional 
time and expense that would be entailed. The funds that support the 
bureau come directly from the fees paid by Federal credit unions and 
we would not be able to assume any additional items of expense with- 
out an increase in the fees charged. Certainly, if future growth of 
Federal credit unions indicates the desirability of such a provision we 
would favor its adoption, but for the reasons stated we would not 
favor its adoption at this time. 

We would, therefore, recommend that the bill, modified as sug- 
gested above, be enacted by the Congress. 

In addition to H.R. 5777 (and H.R. 6407 which is identical) this 
committee has before it several other bills amending the Federal credit 
Union Act. H.R. 3674, H.R. 3675, H.R. 5939, H.R. 5958, H.R. 5988, 
H.R. 6089, H.R. 6122, H.R. 6161, H.R. 6241, and H.R. 6755 are in the 
form of a complete recodification of the Federal Credit Union Act, 
providing for the same substantive changes as H.R. 5777, but also 
propose a review by the director if an expelled member requests it 
within 30 days, of his expulsion by the members of the Federal credit 
union. The scope of this review and its consequences are not specified 
in the bills. 

We believe that authority already exists under the law for us 
to take action in case of violations of the law or of the bylaws. There- 
fore, if the proposed amendment intends a limited review of the 
legality under the act and bylaws of the procedure taken in the ex- 
pulsion action we believe the amendment is unnecessary. 

If, however, it is intended that the review by the director is to 
include consideration of the merits of the dismissal, we would be 
opposed to it as unduly interfering with the rights of the credit union, 
since expulsion must be preceded 5 a two-thirds vote of tle members 
present at a special meeting called for that purpose and only after 
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an opportunity for the member involved to be heard. The absence 
of standards in the amendment with respect to the right of a member 
to retain his membership would be an added reason for recommending 
against the proposal. 
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This concludes my statement. 

Mr. Parman. Thank you very much, Mr. Gannon; you have pre- 
sented a very fine statement. You have given us some good thoughts 
and suggestions, and everything that you have said, I assure you, will 
be given careful consideration by this committee. I am convinced 
that you have the interest of these fine organizations at heart, and that 
you want to do what you believe in the light of your experience 
and knowledge will be best for credit unions generally? 

Mr. Gannon. That is true. 

Mr. Patman. Of course, some of us may disagree with you on some 
points but we certainly know that you are sincere in your advocacy 
of these suggestions that you have made. 

Would you like to ask any questions, gentlemen of the committee ? 

Mr. Burke. Mr. Chairman. 

Mr. Parman. Mr. Burke. 

Mr. Burxe. In relation to Federal credit unions as they compare 
to some of the credit unions of the States, would you advocate allowing 
credit unions to grant GI mortgages? 

Mr. Gannon. Mr. Burke, under this proposed legislation, the credit 
unions could make loans with maturities up to 5 years, which is also 
provided for in FHA. 

Mr. Burke. I would like to get your attitude on that. In Mas- 
sachusetts the credit unions operating under State laws were allowed 
to grant mortgages up to $12,000 and it has worked out very well over 
the period of years it has been in effect. I was wondering what your 
attitude was toward liberalizing the law to that extent. 

Mr. Gannon. Presently Federal credit unions are precluded from 
making FHA title I loans because our counsel has indicated that insur- 
ance, as such, is not collateral. Therefore, if it was desired that they 
have this right, it would be necessary to further amend the law to 
Rio ie provision that this insurance would be considered as 
collateral. 


Mr. Burke. What do you think of it? That is what I am trying 
to find out. 

Mr. Gannon. Well, I have no strong personal feelings for it, sir, 
one way or the other. It is a means by which credit union members 
might be served. I am not sure that they could not be served under 
the present terms of the law, by providing collateral. 

Mr. Burke. Do you feel that the Government guaranty of the GI 

loan and the FHA loan is not strong enough ? 
_ Mr. Gannon. Oh, I am sure that it is strong enough, sir. That 
is not my concern. It is just whether or not you want to make a 
specific provision in the law that this type of insurance would be 
considered as collateral. 


Mr. Burxe. If you feel it is not collateral, why do the banks 
take them? 

Mr. Gannon. The loan is insured. As you know, it is the total 
of the loans that is insured, and not each specific loan. That is why 
under the present terms of our Federal Credit Union Act our counsel 
ruled that insurance does not qualify as collateral. 


It is just a technical legal determination. It is in no way a reflection 
upon FHA insurance. 
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Mr. Burke. Well, have you made any study or survey of the condi- 
tions, for instance, in Massachusetts, where they have granted these 
mortgages ? 

Mr. Gannon. No, sir. 

Mr. Burke. That isall. 

Mr. Parman. Mr. Multer, we would be glad to have you ask ques- 
tions if you like. 

Mr. Muurer. Thank you very kindly, Mr. Chairman. 

As you know, I am very much interested in the subject, as is the 
chairman and as are all the other members of the committee. 

I join with the chairman in his approval of the very fine statement 
that Mr. Gannon has presented to us. 

Several things have occured to me with reference to his suggestion 
for improvement of the bill. 

On page 3 of your statement, Mr. Gannon, you refer to the fact 
that you would probably have no objection to the 5-year maturity if, 
as a condition, the loans were required to be amortized. 

Mr. Gannon. Yes, sir. 

Mr. Muurer. Doesn’t your bureau now have the power to require 
all loans to be amortized ? 

Mr. Gannon. Not specifically, Mr. Multer. The language of the 
act does not indicate that requirement for loans with maturities not 
exceeding 3 years. 

Mr. Mutter. As to present loans, that credit unions are authorized 
to make, isn’t it the practice that they all be amortized ? 

Mr. Gannon. Generally, yes, sir. 

There are some single payment loans made. This is our concern, 
if credit unions make single payment loans due at the end of 5 years. 

Mr. Motrer. In your supervisory authority, don’t you have the 
right to say to a credit union that you ought not make this type of 
loan unless it is amortized ? 

Mr. Gannon. We do say that, Mr. Multer. I am not sure we could 
sustain this position legally without specific language. 

Mr. Motrer. Then T think the suggestion ought to be, don’t you, 
that we put into the statute specific authority for you as director, to 
say to credit unions that they shall make certain loans on specific 
terms, not as to any specific loan but so that you may set general 
standards for general types of loans. Don’t you think you ought to 
have that power? 

Mr. Gannon. We would either like to have it expressed in the act, 
or as you indicate, it would be an alternative solution. Whatever you 
would deem most advisable. ; 

Mr. Mutrer. If you do not have it, don’t you think you ought to 
have this for all loans and not just as to 5-year loans if we should 
decide to make them 5 years? 

Mr. Gannon. I think so. 

Mr. Mutter. Then, with reference to the increase of the maximum 
amount of unsecured loans, I wonder if you are aware of the fact that 
11 or 12 State legislative bodies this year have considered bills, and 
with the exception of those that are still in session and are still con- 
sidering the bills, in almost every instance, in connection with small 
loans, small-loan companies—and credit unions make small loans— 
they have increased the limit of the maximum that these small-loan 
companies may lend, which is indicative of the fact that the whole 
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economy has changed and what cost $300 some years ago costs $600 
now, and what cost $400 now costs $800. Don’t you think possibly an 
increase to $750 might be a good compromise? 

Mr. Gannon. I would like to say first of all, with respect to small- 
loan companies, that all of their loans are not made on an unsecured 
basis. They require chattel mortgages and cosigners. This is just 
with reference to unsecured loans. 

Mr. Mutrer. Small loan companies tell us they must charge 3 per- 
cent a month on their loans because they are practically unsecured and 
they have difficulty collecting. 

Mr. Gannon. | am not in a position to state, offhand, but I have 
seen some analyses of their loans which indicate that a substantial 
portion of their loans are secured by chattel mortgages on household 
goods, automobiles, and whatnot. I must admit that I cannot say 
ane is anything sacred about $500 and we do know there has been in- 

ation. 

We just have the feeling from the study that we made, first of all, 
that apparently the demand for unsecured loans in larger amounts 
has not been apparent. We have an average of $245. Furthermore, 
we have the 10-percent limitation, as you know, so that credit unions 
may make loans certainly in excess of $500 with security. 

Mr. Murer. Yes. 

Mr. Gannon. And the act defines security quite broadly, permitting 
a comaker, for instance, to be considered as security. 

Now, we are only concerned, as you all are, too, that the unsecured 
loans are not going to be made in such amounts that possibly we are 
going to increase the loss ratio. We are very proud of the fact that 
Federal credit unions have lost only 17 cents on every $100 loaned 
and we hope we can protect this record. I am sure the credit unions 
are just as enviable as we are, too. 

Mr. Mitier. Would the gentleman yield ? 

Mr. Muurer. I yield. 

Mr. Miter. Does the fact that the average loan is $245 prove any- 
thing at all with respect to the potential demand for such a loan? 

Mr. Gannon. Only to this extent, Mr. Miller. I would think, if the 
demand was for higher unsecured loans, that the average would cer- 
tainly have been closer to $400, which is the limit. 

Mr. Miurr. I would not be able to draw that conclusion at all on 
the basis of those figures. Of course, on this point, as to whether the 
loans are secured or unsecured, it seems to me that that has nothing to 
do with the need for money as such. 

I would like any further data that you have to give, backing u 
this categorical statement that there does not appear to be any bead. 
ship for credit union members. Do you have any additional other 
than these averages ? 

Mr. Gannon. No; that is all we have, actually. 

Mr. Miuier. Thank you. 

Mr. Muurer. Mr. Gannon, with reference to so-called central credit 
unions, would you waive your objection if we wrote into the bill a 


provision limiting the amount that any credit union could invest in 
the central credit union ? 
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Mr. Gannon. I think that would be one consideration with respect 
to that investment provision. However, there still is the question of 
whether or not we should have Federal central credit unions. 

Mr. Mutter. There now are central credit unions in many States. 

Mr. Gannon. That is right. 

Mr. Mutter. They operate effectively and are rendering good serv- 
ice; are they not ? 

Mr. Gannon. So far as we know; yes, sir. 

Mr. Mutrer. At any rate, there has been no criticism of their 
operation ? 

Mr. Gannon. That is right. Our own feeling on this matter, Mr. 
Multer, is that, if you have a central credit union which services the 
credit unions of New York State, the credit unions of New York State 
generally are affected by the same economic conditions, and those that 
have surplus funds deposited in the central credit union, when they 
have an economic stress, would want to withdraw those funds to meet 
their own particular demand; on the other hand, those who needed to 
borrow would want to borrow from the central at the same time. It 
seems to me it is too localized to be an effective instrument. 

Mr. Motter. As I understand it—and you may correct me if I am 
wrong—today there are very few places if any where a credit union 
can go to borrow funds. We have many situations, particularly with 
the newer credit unions, where they do not have enough money to meet 
the demands of their community. 

We have other situations where the credit union has an excess of 
funds and has no place to put them. Now, it is my understanding that 
these central credit unions operate as 2 means of taking excess moneys 
from a credit union that has an excess and siphoning them into a 
credit union that does not have enough until it gets enough of its own 
funds, and thereby putting to use all of the funds that are in the credit 
union movement, some of which would otherwise lie idle. Isn’t that 
really the way they are operating ? 

Mr. Gannon. That is the way they are operating. You can do this, 
of course, under the present law because credit unions may borrow 
from any source and may make loans to other credit unions. 

Now, vou have one factor. You do not have the clearinghouse ar- 
rangement. where you select those that need and those that have. 

Mr. Mutter. And, as far as I know, the credit unions have never 
used the central credit union as a means of getting a higher return on 
their money. They do not use the central credit union to get a higher 
rate of return. It is merely to put excess funds to use. Am I not 
right, sir? 

Mr. Gannon. I think that is right, because, actually, experience 
would indicate that they could not get a higher return than they could 
from other sources of investment. 

Mr. Mutter. Now, with reference to the statement you made as to 
exercising the right to review the expulsion of a member. You say 
you have the right to determine whether or not the credit union is 
acting in accordance with the law and the bylaws, and that you have 
the right under existing law to review such an expulsion of a member 
to that extent. 

Mr. Gannon. Yes, sir. 

Mr. Mrurrr. Have you ever exercised that review ? 

Mr. Gannon. We have never had any complaints in this area. 
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Mr. Mutrer. Can you point out the provisions in the statute that 
give you that right to review today ¢ 

Mr. Gannon. I would think, Mr. Multer, that under our general 
authority, you see, we are charged with the supervision of Federal 
credit unions and their compliance with the act, and certainly, we 
would move to make an investigation to determine the merits of any 
complaint. 

Mr. Mutter. Let us take this completely suppositious case. 

A man is expelled from membership in a credit union because the 
credit union insists that every member wear a lapel button signifying 
that he is a member of the credit union and the member refused to 
wear the button, and was, therefore, expelled. 

Under existing law, can you review that expulsion ? 

Mr. GANNON. We could review it, Mr. Multer, to determine that he 
was properly notified, and that the two-thirds of the members present 
voted upon his expulsion, that he was first given an opportunity to be 
heard. Now, failing, then, to give him the opportunity to be heard 
and failing to have two-thirds vote to expel him, we would say that 
you have not acted in accordance with the law, and, therefore, the 
expulsion cannot stand. 

Mr. Mutter. And, if they gave him notice that they were going to 
expel him because he refused to wear the button and then they brought 
him in and said to him, “Do you wear the button, or do you not?” 
And he says, “I do not wear the button ad will not wear the button,” 
then they expelled him. That is the end of your review authority. 
You have no right to say that that is an irrational or capricious or 
arbitrary rule of the particular credit union. 

Mr. Gannon. I think we probably could say that, but we probably 
could not sustain any objection to it, because the members have acted 
according to the provisions of the bylaws and the law. It is a mem- 
bership organization and the members vote to admit me to member- 
ship, and they have the right to expel me. The statute does not set 
forth any standards for expulsion. 

Mr. Mutrer. Don’t you think that we ought to do something to pre- 
vent that kind of a situation, particularly since these are all member- 
ship associations? At the same time if you expel a man from a credit 
union, you are actually putting a blot on his character and integrity 
in that community and I do not think it should be done for capricious 
and arbitrary reasons. I think you agree with me. 

Mr. Gannon. I certainly do. 

Mr. Motrer. I think you ought to have the right to review that 
sort of thing if it should happen. I do not know of any instances 
where it has happened. 

Mr. Gannon. No, it has not. 

Mr. Mutter. I think you ought to have the right to review. 

Mr. Gannon. Fortunately, it has not happened and I hope it will 
never come to pass because we think about credit unions as being the 
most democratic of all institutions. I would certainly agree that 
it does blot a man’s character to be expelled, especially on a capricious 
charge. I would only say to you that under present law we would 
certainly do everything in our power to see that the credit unions act 
in the best interests of all their members. The language of this 
amendment bothers us because it seems to put upon us a burden with- 
out setting forth standards. 








134 FEDERAL CREDIT UNIONS 


Mr. Mutter. Well, then, possibly your objection ought to be to 
suggest standards rather than to suggest elimination of the section. 

Mr. Gannon. Well, we did indicate in the last sentence that this 
is a consideration. 

Mr. Mutter. Yes, sir, that is all. Thank you. 

Mr. Parman. I believe you brought out that it requires the at- 
tendance of two-thirds of the members, or at least requires a vote of 
two-thirds of the members of a credit union to expel a member. 

Mr. Gannon. That is right, Mr. Chairman. 

Mr. Patrman. And that meeting must be called for that particular 
purpose ? 

Mr. Gannon. Yes, sir. 

Mr. Parman. Then it occurs to me that the member has pretty 
good protection when he has all those safeguards. 

It is almost inconceivable that two-thirds of the members would 
take a capricious action of any kind. Of course were there to be 
cases like that, we should consider it, but I believe you have said you 
have never had a case so far ? 

Mr. Gannon. No, we have not. 

Mr. Patman. Now, with regard to the central credit unions, we 
had one of our witnesses the other day, Mr. Girvan, the director from 
Pennsylvania, testify on the central credit union idea. He stated: 

In attempting to borrow for this purpose, many credit unions experience 
a serious problem, due to the reluctance of other financial institutions to make 
loans to credit unions, and the difficulty, delay and restrictions applicable to 
such loans as made by such institutions. 

He further said: As a result, credit unions desiring to use their borrowing 
privileges must often seek loans from other credit unions and in so doing they 


frequently encounter the experience of being forced to make a number of loans 
in small amounts from several credit unions. This is caused by the fact that 


credit unions with funds in excess of their own member needs, find it a desirable © 


and provident business procedure to invest their funds in U.S. Government 
bonds and obligations and other insured savings and loan institutions. In this 
manner they make some return while retaining a reasonable amount of cash 
to meet their own needs. 


Do you have any knowledge, yourself, Mr. Gannon, of credit unions 
finding it difficult to obtain funds from other financial institutions ? 

Mr. Gannon. No, we have not, Mr. Chairman. I am sorry that I 
do not have with me a study of this activity that we made for our own 
annual report some years back but I would be happy to furnish it to 
the committee. 

Mr. Parman. We shall be glad to have it. 

(The data requested above is as follows :) 


[Excerpts from 1953 Report of Operations, Federal Credit Unions, published by Bureau of 
Federal Credit Unions, U.S. Department of Health, Education, and Welfare] 


BorRROWINGS BY FepERAL Crepir UNIoNs Durtine 1953 


All operating Federal credit unions were requested to submit a supplementary 
report on their borrowings during 1953. The questionnaire and instructions 
called for information as to the amount, source, period, contract rate of interest, 
and type of collateral, if any, for each loan negotiated. They were specifically 
requested to exclude all short-term loans for the purpose of providing change on 
pay days. 

Usable returns were received from 5,076 or 77 percent of the 6,578 operating 
Federal credit unions at the end of 1953. Of those that reported, 3,360 or 66 
percent stated they had borrowed no capital funds during the year. The 1,716 
Federal credit unions that borrowed reported on 3,878 loans for an aggregate 
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amount of $35,473,573. Since this study covered a substantial majority of all 
operating Federal credit unions, the findings are considered to be representative 
of their experience in borrowing capital funds during 1953. No previous credit 
union study of this nature or magnitude has ever been made. 

The size distribution of loans included in this study is shown in the following 


schedule : 
Size of loans to Federal credit unions during 1953 














Number of loans Amount of loans 
Size of loan 
Percentage |Cumulative} Percentage |Cumulative 
percentage percentage 
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Nearly 30 percent of the number of loans were for less than $2,500; 70 percent 
of the number and nearly 25 percent of the aggregate amount were in loans of less 
than $10,000; 91 percent of the number and 53 percent of the aggregate amount 
were in loans of less than $25,000. 

Less than 20 percent of the loans below $50,000 were secured. The proportion 
of secured loans in each size category for $50,000 and above was as follows: 
$50,000 to $99,999, 43 percent ; $100,000 to $199,999, 48 percent ; and $200,000 and 
above, 89 percent. More than half the loans of less than $5,000 were for rates 
of interest in excess of 3 percent; and more than half the loans of $5,000 and 
above were at rates of interest of 3 percent per annum or less. About two-thirds 
of the loans in all size categories were for periods of 6 months or less. 

Other credit unions provided more than half the loans in the five size categories 
between $500 and $24,999. Banks made more than half of all loans above $25,000, 
and thus provided about 47 percent of the aggregate amount borrowed by all 
Federal credit unions during 1953. None of the loans from savings and loan 
associations exceeded $25,000. Most of the loans from this source were between 
$2,500 and $4,999, and accounted for about 5 percent of all loans in this size 
category. 

A more detailed analysis of the interest rates on these loans is presented in 
the following schedule: 


Interest rates on loans to Federal credit unions during 1953 























Number of loans Amount of loans 
Interest rate per annum 
Percentage |Cumulative| Percentage |Cumulative 
percentage percentage 
Wie CS Oe ois ck Shes cc cinder do ecaseccs 1.2 1.2 0.4 0.4 
ee NINES wield no cocmncentaatancdaneneteweeel 1.1 2.3 om .6 
adits ca cabo chacdddktnsebiin cada dbo an 2.6 4.9 10.1 10.7 
Se Gas Jo cas ccladdsunnducdepmhasackwetsebaaseds 43. 0 47.9 50.5 61.2 
PT IG Fhod Fan wits's sav dcdociaakpeieg Chee skwatonen~s 38. 5 86. 4 32.5 93.7 
5-5.9 percent Shee 8.5 94.9 4.7 98.4 
tee, SS eee ea 0. Re ST 4.9 99. 8 1.4 99. 8 
> FI 3 sberlin ais aad win as 05d hain ine neal os 99. 9 ia 99.9 
EE EE NR SGI OLAS 1 RTD 1 100. 0 1 100. 0 
baclti Rein te binkia teh ake dee aenineedhwanteh WEED lewabcanswadls TORS fins cckwdikice 








The most frequent rate was 3 to 3.9 percent which accounted for 43 percent 
of the total number and 50 percent of the aggregate amount of all loans. The 
next most frequent rate was 4 to 4.9 percent which accounted for 38 percent 
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of the number and 32 percent of the amount of all loans. More than 86 per- 
cent of the number and 93 percent of the amount of all loans were at rates 
below 5 percent. It is significant to note that of the total sample of 3,878 
loans only 5 were at rates between 7 and 7.9 percent and only 2 were at rates 
between 8 and 8.9 percent. 

The period of the loan apparently had little influence on the interest rate. 
In all rate categories except one the proportion of loans for periods of 6 months 
or less varied from 61 to 100 percent. Sixty-five percent of the loans at 1 to 1.9 
percent were for periods in excess of 6 months. This rate category, however, 
accounted for only 1 percent of the number and 0.2 percent of the amount of 
all loans. 

Security was a significant factor in only one rate category. Fifty-three per- 
cent of the number and 90 percent of the amount of loans at 2 to 2.9 percent 
were secured. This rate category accounted for 2 percent of the number and 
10 percent of the amount of all loans, Less than 13 percent of the loans in 
all other rate categories were secured. 

The distribution of the loans by rate of interest and principal source is shown 
in the following schedule: 


Interest rates and principal sources of loans to Federal credit unions during 1953 














Distribution of loans by principal sources 
Percentage of number Percentage of amount 
Interest rate 
Other Savings Other Savings 
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The category “Other sources of loans’ includes individuals, labor unions, -em- 


ployers, and unclassified sources. 


The sources of the loans and the practice concerning security are shown in 


the following schedule: 


Source of loans to Federal credit unions during 1953 

















Percentage distribution | Percentage unsecured 
Source 

Number Amount Number Amount 
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Other credit unions and banks were the principal sources of loans, and to- 
gether accounted for 89 percent of the number and 95 percent of the amount of 
all loans. 
of loans from all sources were unsecured. 
tice for savings and loan associations to require security for all loans. 


More than 87 percent of the number and 73 percent of the amount 


It appears to be the general prac- 


The 
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sample included only one unsecured loan in the amount of $7,000 from this 
source. 

Although less than 13 percent of the number and 27 percent of the amount 
of all loans were secured, the type of collateral used and its apparent influence 
ou interest rates are significant. The findings of the study in these two respects 
are shown in the following schedule: 


Types of collateral related to interest rates on loans to Federal credit unions 
during 19538 





Percentage distribution by rate of 
interest 
Percentage of— 





Security 
3 percent or less Over 3 percent 





Number | Amount | Number | Amount | Number | Amount 
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Total 100.0 100.0 47.9 61.2 52.1 38.8 





United States bonds were pledged as security for about 5 percent of the num- 
ber and 21 percent of the amount of all loans, and it appears that this type 
of collateral had a significant influence on the rate charged. This seems to 
indicate an important advantage of registered and bearer-type Treasury bonds 
as investments for Federal credit unions. The influence of other types of col- 
lateral on interest rates is not clearly indicated by the study. 

The loans were for short periods. This is clearly indicated by the following 
schedule. 

More than 75 percent of both number and amount of all loans were for periods 
of 6 months or less. (In the period classifications discussed above, demand 
loans were included with those for periods in excess of 6 months.) Banks made 
58 percent of the number and 77 percent of the amount of all loans with maturi- 
ties of 3 months or less. More than half of all loans in this time category 
were for rates in excess of 3 percent and 18 percent of them were secured, which 
is the highest for the 6 categories. 

Certain regional differences in the proportion of borrowing Federal credit 
unions, sources of loans, and rates of interest were disclosed by the study. 
These differences are indicated by the data shown in the following schedule: 
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Period of loans to Federal credit unions during 1953 














Number of Amount of Percentage distribution 
loans loans of number by source 
Loan period in months 
Per- |Cumu-| Per- | Cumu-| Other 
cent- | lative | cent- | lative | credit | Banks All 
age j|percent-| age j{percent-| unions other 
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Although reports on borrowing were received from Federal credit unions in 
all States, the number of loans was too small for some States to constitute an 
adequate sample. The above schedule includes all States that had 2 percent 
or more of all loans made to Federal credit unions during 1953 as shown by 
the study. The range was from 12.5 percent for California to 2 precent for 
Washington. The selected States included 65 precent of all operating Federal 
credit unions at the end of 1953 and accounted for 71 percent of all loans in- 
cluded in the study. 

The percentage of Federal credit unions that borrowed was highest for Kan- 
sas with 45.2 percent, and lowest for Ohio with 26.8 percent. 

Federal credit unions in Texas obtained 40 percent of their loans from other 
credit unions and 49 percent from banks. In Hawaii, 96 percent of the loans 
were obtained from other credit unions and only 1 percent from banks. In 
the District of Columbia 6 percent of the loans were from savings and loan as- 
cociations, whereas none were obtained from this source by Federal credit 
unions in Kansas. 

One-fourth of the loans obtained by Federal cerdit unions in the District of 
Columbia were at interest rates less than 3 percent. Loans at less than 3 per- 
cent accounted for one-fifth of all the loans obtained by those in Connecticut. 
There were no loans at rates below 3 percent reported in Kansas. Loans at 
rates between 3 and 3.9 percent accounted for more than half of all loans re- 
ported by Federal credit unions in Connecticut, Hawaii, Michigan, New Jersey, 
New York, and Texas—led by Hawaii with 96 percent. More than half of the 
loans reported for Kansas, Ohio, and Pennsylvania were at rates between 4 and 
4.9 percent. Loans at rates between 5 and 5.9 percent accounted for a higher 
percentage of all loans in California than in any other of the 12 States, but the 
percentage in this rate category was only slightly lower in Kansas, New York, 
Ohio, and Texas. The highest percentage of loans at rates of 6 percent and 
over was reported for Pennsylvania with 7 percent and the second highest for 
New Jersey with 6 percent. 

When the Federal credit unions that reported on their borrowings during 1953 
are grouped by size of assets, a number of significant and interesting facts are 
disclosed. The proportion of borrowers was lowest for those with assets of 
less than $10,000, ranging from 2.9 percent for the group with less than $1,000 
in assets to 17.5 percent for the group with assets between $5,000 and $9,999. 
More than 40 percent of the reporting Federal credit unions with assets of 
$100,000 or more were borrowers. Those with assets of less than $25,000 ac- 
counted for 13.2 percent of the total number and 2.3 percent of the total amount 
of borrowings. More than 90 percent of the number of loans to Federal credit 
unions with assets of less than $100,000 were unsecured. Those with assets of 
$1 million or more had the lowest percentage of unsecured loans with 58 per- 
cent. 

The largest Federal credit unions obtained more of their loans at interest 
rates of 3 percent or less, which is further confirmation of an earlier observa- 
tion that certain types of security apparently have an advantage in negotiations 
with lending institutions on interest rates. More than half of the loans to Fed- 
eral credit unions with assets of $250,000 or more were at rates of 3 percent 
or less. Those with assets of less than $25,000 had a larger proportion of loans 
with maturities in excess of 6 months than the average for the whole sample, 
while those with assets of $25,000 or more had a smaller proportion. 

The characteristics of the loans to Federal credit unions grouped by amount 
of assets at the end of 1953 are shown in the following schedules. 











FEDERAL CREDIT UNIONS 












































8% Z'oL 129 6'Lb Fara 8°18 0001 0 001 z'99 evens es Lee: eSeAs [OL 
9% SL 0 ‘8% 0 ZL 0'& 0 ‘89 69% e9 8 "4g oth TIT IIT TTT egour 20 000°000'TS 
1% 2°18 1 SF 6 #9 9°IZ BL 10% ¢'8 z'09 oR cer. ote: 666°666$ 03 000'008$ 
1% £°OL £°oF L'9 L‘Il 6°88 ¢'6I b'bI ¢ "79 >: CRS et oe eer 666'664$ 09 000'0SZ$ 
6 '& "92 6 es 1% 9'8I 698 6°21 1% 0°89 2 Ree eet: toto ~ 666'64Z$ 04 000‘00I$ 
18 6°OL £69 L 0b $8 L'16 9°8 102 ¢ 29 Ce. 5. Ber eee 666'66$ 04 000'0S$ 
68 1°92 Z°9¢ 8° el L@ I? 9°61 649 RS remus tec 666'6F$ 04 000'SZ$ 
Ze 8°S9 ¢'o¢ ot z°9 866 6'T +6 LL £ 8% worsens snes ee 7666 FS 04 000°OTS 
ooh 919 ¢'% ole 0g 0°16 ¢° 9% 9% g°LI woo rener ees sesre***"666 6S 03 000'SS 
LS 89 £2 EE niceties 000i L'0 6" o18 3 RS, speeree cant 066'¥8 03 009.28 
6G iis ss} ek 9°82 RD a eceme er z" 0°96 ee: Se ae 66'S 07 000'TS 
OW = pterereene--- 008 009 OOM ic + [eRroreereeras 10 1°16 Be 8 cy Gu eee 000'T$ UBY} SsorT 

syjuoul SS9] 10 SI0MOI 

9 1040 sqjuoU 9 %E 129A ssa] 10 Ye pemoeg pemoosu yp qunoury JequinNn -10QUON, SIOMOLIOG 

suOjUN I{pero [eIepe,7 
Buy}10d01 JO S}eSSB JO OZ1g 
reef SujsNp suKoy jo 
Jequinu jo 0883098010 Jequinu jo 6383000107 Jequinu jo e843090105 To}4NGI29S}p o38IUI010g e8ej}U0010g 




















S961 ‘Ig ‘20q fo sp sjasev ,s4amottog fo yunown fq padno.wb gg6t Burunp sburmo.0g uortun ppasd poLapay 














FEDERAL CREDIT UNIONS 141 


Nearly half of the reporting Federal credit unions (49.7 percent) borrowed 
only once during 1953. The loans to this group of credit unions, however, 
accounted for only 18.1 percent of the total amount borrowed. Those that 
borrowed from two to five times during the year accounted for 44.2 percent of 
the number of borrowing Federal credit union and 48.8 percent of the total 
borrowings. Only 6.1 percent of the Federal credit unions included in the sample 
borrowed more than five times during the year; their loans, however, amounted 
to 33 percent of the total amount borrowed. 

In general, the larger Federal credit unions borrowed more frequently than 
the smaller ones. None with assets of less than $10,000 borrowed more than 
five times during the year. The large units that borrowed more frequently than 
the average also borrowed larger amounts. Approximately 10 percent of the 
reporting Federal credit unions with assets of $100,000 or more borrowed more 
than five times during 1953. and these loans accounted for 17.6 percent of the 
total number and 31.4 percent of the total amount of loans included in the 
sample. 

The analysis of the borrowings by size of Federal credit unions and frequency 
is shown in the following schedule. 
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When the reporting Federal credit unions are grouped by year chartered and 
are compared with the percentage distribution of all operating Federal credit 
unions as of December 31, 1953, it appears that the sample was well distributed 
by age groups. 

Borrowing Federal credit unions chartered prior to January 1, 1942, accounted 
for 52.4 percent of the total number and 67.1 percent of the total amount of loans 
included in the study. This is explained by the fact that in general the older 
units are the larger ones. Except for those chartered during the war years, a 
larger percentage of the older Federal credit unions pledged security for their 
loans. It appears that size rather than age is the reason for this variation. 
The older and larger units borrowed more frequently and in larger amounts, 
and these Federal credit unions pledged their long-term investments in U.S. 
bonds in order to obtain lower interest rates. In general, it may be concluded 
that new units are not being required to pledge security for their loans to a 
greater extent than the well-established credit unions. The numbers of Federal 
credit unions that were chartered during the war years and were in operation 
at the end of 1953 are too small to constitute a significant sample. 

The distribution of the sample used in this study by age groups is shown in 
the following schedule. 
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Mr. Gannon. On the source of borrowing by credit unions, I direct 
your attention to our last annual report, December 31, 1957. Our new 
one is in the process of being printed. At the end of December 31, 
1957, credit unions had notes payable—this was Federal credit un- 
ions—of $41 million and some. They also had as an asset, loans to 
other credit. unions, $38,800,000, roughly. So this does indicate that 
they have the opportunity to borrow from other credit unions, and 
that they certainly are borrowing from other sources as well, because 
this is just Federal credit unions. 

But this study we made did indicate the.sources of borrowing by 
credit unions, and we would be happy to furnish this study to you. 

Mr, Parman. We would like to have it. If you furnish it, we will 
put it in the record. 

On the question of the loan limit of $400, I happened to be the 
author of the bill to raise it to $400 in 1949 from $300. 

Mr. Gannon. That is right. 

Mr. Parman. We did not experience too much difficulty at that 
time, and since that time the value of our money has gone down, in- 
comes have gone up, and a lot of other changes have taken place in our 
economy. I was hoping that you would agree that $1,000 would not be 
unreasonable, in view of the changes in our economy since that time 
over the period of the past 10 years. The situation has become ex- 
tremely difficult in more ways than one; and money, of course, is not 
as valuable as it used to be. 

You would not be willing to raise that amount on your recommen- 
dation? You think that $400 is sufficient ? 

Mr. Gannon. $500, Mr. Chairman. 

Mr. Parman. Oh, that is right, you did recommend $500. 

Mr. Gannon. Yes. 

Mr. Parman. Of course, you took issue with us on the $1,000 pro- 
posed in the bill. Well, of course, that is a matter for the committee 
to decide and whatever the committees of Congress do, you would be 
glad to work with? 

Mr. Gannon. Yes, indeed. 

Mr. Patman. Yes, sir. 

On page 4 of your testimony, you state— 

We do not believe that the president should select the members of the supervi- 
sory committee who will be auditing his administration and we would, therefore, 
suggest an amendment to provide for a supervisory committee of three members 
to be elected by the board of directors. 

Under existing rules and regulations of the credit unions and under 
the law applying thereto, that committee is composed of five members, 
is it not ? 

Mr. Gannon. At least three. 

Seay Patman. I mean the whole committee is composed of five mem- 
rs. 

Mr. Gannon. The board of directors. 

Mr. Parman, The committee that these three must. be selected from 
is composed of five members. 

Mr. Gannon. Yes, the board of directors must have a minimum 
membership of five. But the supervisory committee has a minimum 
membership of three. 
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Mr. Patman. If you select three from five that is cutting it pretty 
thin. 

Mr. Gannon. It was not our intention that the three would neces- 
sarily be taken from the five. It was our intention to suggest that the 
board of directors, the five or more, would seleet—— 

Mr. Parman. Three from the outside, perhaps. 

Mr. Gannon. Would select three, rather than having the president, 
~ individual, select the three, and then having them ratified by the 

ard. 

Mr. Parman. Yes, sir, fundamentally I think that would be very 
bad for the president to do. I have a good example of it. I will not 
involve you in any Federal Reserve question, but I might observe 
that the Federal Reserve System for 46 years has never had its books 
audited by independent auditors or by the General Accounting Office 
of the Government. They have handled hundreds of billions of dol- 
lars of Government money, printed over at the Bureau of Engraving 
and Printing, and the only audits they have had are audits where they 
themselves have selected the auditors and given the auditors their 
instructions, and the auditors made reports only to the Federal Re- 
serve itself. 

I have some very firm convictions on these matters. 

Mr. Gannon. This is a a little bit of our concern when the presi- 
dent would select the members of the supervisory committee who 
would be auditing his administration. It is not quite as independent 
as if the members were selected at least by the board of directors. 

Mr. Parman. That is right. In these organizations, I am just 
amazed to find so few problems coming up, so few charges of miscon- 
duct or misappropriation of funds. You never hear of them at all. 

Mr. Gannon. That is very true, Mr. Chairman. I can say that, 
working with the Bureau and working with the Federal credit un- 
ions, as we do, is a real pleasure, because we encounter such dedicated 
people who want to doa real job. 

Mr. Parman. Yes, sir. 

Mr. Gannon. And they create very, very few problems for us. It 
is just a pleasure. 

r. Parman. And we do not want to loosen things up to a point 
where there would be more inducements or opportunities for some 
dishonest person to take advantage of it. I agree with you on that. 

You take 20,000 Federal and State credit unions with 10 million 
members, it is a remarkable record that you would have so few charges 
of misconduct or misappropriation of money. 

Mr. Gannon. Yes, sir, I take great pride, Mr. Chairman, in analyz- 
ing our activities. 

a Patman. Do you find that the credit unions pay their way, 
too ¢ 

Mr. Gannon. They do. 

Mr. Parman. There are no appropriated funds, either through the 
back door or the front door, to take care of them. They pay their 





own way. 
Mr. Gannon. That is right. 
Mr. Parman. Are there other questions ? 
Mr. Miter. Mr. Chairman, I wonder if I might pursue this mat- 
ter of the Federal Central Credit Union a little further. 
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Mr. Girvan the other day, and I think Mr. Woodman, referred to 
the fact that not only do they have these concrete stumbling blocks 
in the way of financing and securing additional sources of loan money, 
but also that this process is extremely laborious. Would you care to 
comment on the experience that you have had with the laborious na- 
ture of securing these loans in a State or area, where there is need for 
immediate financing ? 

Mr. Gannon. I cannot comment because I know of no situations that 
fall in that category. 

Mr. Mier. This seems to be so typical, in which your own per- 
sonal experience does not conform to that of other witnesses who ap- 
pear before us who say they have had experience on this. 

Other witnesses have told us this and they have alluded to this. I 
cannot understand why they have not called this to your attention. 

Mr. Gannon. Of course, it is conceivable. We have over 9,000 
Federal credit unions and of course, they are scattered throughout all 
of the States and Territories. 

Mr. Miter. I see the CUNA witness is sitting back there. I hope 
he will take due note of the fact that you are not aware of the laborious 
nature of making these loans and also of the fact that there are no 
difficulties in other areas. Thank you, Mr. Chairman. 

Mr. Parman. Thank you, sir. 

Any other questions, gentlemen ? 

If not, thank you very much, Mr. Gannon. We appreciate your 
testimony. 

Mr. Gannon. Thank you. I appreciate the opportunity of coming 
here, Mr. Chairman. 

Mr. Parman. I see the Honorable Mr. Oliver of Maine is here. He 
mentioned to me that he would like to testify. Would you like to 
testify at this time, Mr. Oliver ? 

Mr. Ontver. I would like to make a very brief statement with the 
permission of the committee to insert in the record a more detailed 
statement. 

Mr. Parman. You may doso, Mr. Oliver. 


STATEMENT OF HON. JAMES C. OLIVER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Oxtver. Mr. Chairman, it is a real pleasure for me to be here 
on this particular mission. I want to say that I fully support the 
objectives of this pending legislation. It is interesting to note that 
in the State of Maine we have some 50,000 people who are now mem- 
bers of State credit unions and Federal credit unions and that they 
have been working out their own destiny so to speak, as far as credit 
facilities are concerned and doing very well at it. 

Some 20 years ago I took enough interest to try to get more credit 
union organizations in my State, particularly along the coast, where 
we have a lot of individual fishermen who do not have credit facilities 
very much available to them and, as a result of that, I felt that at 
least we made some progress toward more credit union organizations. 

I would like to say, Mr. Chairman, that so far as the details of this 
legislation are concerned, I am not competent, perhaps, to make any 
recommendations. 
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I feel a great deal of confidence as I look over the personnel of the 
subcommittee. I know that the interest of our Sa! going to be 
protected, and I am very happy for the opportunity of making this 
appearance to say that the people of my State whom I have contacted 
in the present credit union organizations—and that includes every 
single credit union organization in my district—those who have replied 
to my inquiries about this legislation have supported it without any 
reservation whatsoever and I am very glad heiie that forward for 
your consideration. 
I ask permission that I may be allowed to introduce a more detailed 
statement. before the record is completed. 
Mr. ParmaNn. Without objection, it is so ordered. 
Mr. Outver. Thank you very much. 
Mr. Parman. Thank you, Mr. Oliver. 
(The additional statement to be supplied by Mr. Oliver follows :) 





STATEMENT OF Hon. JAMES C. OLIVER, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MAINE IN Support oF H.R. 5777 aNp OTHER BILLS WHICH WoULD 
AMEND THE FEDERAL CREDIT UNION AcT oFr 1934 


Mr. Chairman, the 25-year history of the Federal credit union movement in 
the United States has been one of the solid accomplishment and growth. Credit 
unions have provided a much needed haven for the small borrower and investor. 
Too often people of moderate means have been compelled to submit themselves 
to the harsh terms, demanded by small-loan operators. Through Federal credit 
unions, which today boast a membership of 10 million families in 9,539 separate 
organizations, small-loan needs of people in moderate circumstances are met 
through these cooperative organizations for saving and loaning at reasonable 
rates. 

These organizations have filled a void in the economic-structure of our country. 
The Federal Credit Union Act of 1934 not only furnished a set of rules governing 
the regulation of credit unions in States which had no laws on the subject, but 
also established a standard which State legislatures have followed in setting 
up: their own regulatory. laws. The act has’stood up well during its 25-year 
history. However, because of the many changes in our country’s economic struc- 
ture, a number of refinements in the present law are definitely required. 

H.R. 5777, introduced by the distinguished chairman of this subcommittee, 
is widely endorsed by the Credit Union National Association and by Officials 
of the local credit unions. This measure would provide for 22 separate changes 
in the present law, most of which are minor in effect but important for expanded 
operations of our local credit unions. 

The most important changes deal with the urgent necessity for credit unions 
to expand their loan operations. The rise in the cost of living, especially as 
found in sudden or unexpected hospitalization and medical expenses, as well 
as the increased costs of. home expenses, appliances, etc., points up the need 
for raising credit union maximum loan limits from $400 to $1,000 and maximum 
loan duration from 3 to 5 years. These changes are urgently required to prevent 
credit union members from having to turn elsewhere for economic assistance 
at increased financing costs. 

The most important refinement provided through the proposed legislation is 
to extend to Federal credit unions a right already enjoyed by State-chartered 
organizations, that of investing in central credit unions. This will enable 
individual credit unions to meet more adequately local and seasonal credit 
requirements. The central credit unions would provide a reservoir of funds 
to assist during heavy borrowing periods, as well as making flexible the transfer 
of credit facilities from areas where funds are in excess to areas where credit 
is needed. 

I have made an effort to contact all credit unions within my congressional 
district. Every reply which I have received has been enthusiastically in favor 
of this legislation. It seems to me that the overwhelming support for this 
measure evidenced by those who are familiar with credit-union needs is the most 
effective testimony as to the necessity for its passage. Consequently, I urge 
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the subcommittte to approve this needed progressive legislation in the interests 
of cooperative saving and loaning facilities for these most representative citizens 
of America, the membership of the credit unions of the United States. 

Mr. Patrman. I assume this is all the testimony we have on this 
bill that we have been requested to hear. 

A number of members have sought an opportunity to appear and 
testify who were unable to do so because of conflicts in their own 
committee hearings, but they are going to file statements for the 
record. Without objection, those statements will be made part of 
the record, along with such other material which they may present 
that may be pertinent to this inquiry. 

Is there anything else, gentlemen, before we close the hearings? 

Mr. Burke. Mr. Chairman, I would like to say one thing about the 
statement of Mr. Gannon with regard to the matter of sufliciency of 
FHA and GI loans as eétiateral: for credit-union loans. In Mas- 
sachusetts they think a GI loan is satisfactory collateral. If you take 
a $12,000 mortgage and the Government guarantees that mortgage 
up to $7,500 and the GI puts down 10 percent which can be classified 
as collateral, plus the fact that they have control over that property, 
we think that that should be classified as A 1 collateral. 

Mr. Patman. Anything else, gentlemen ? 

(Additional statements referred to above follow :) 


STATEMENT OF HON. EDITH GREEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON 


Mrs. Green. Mr. Chairman, members of the committee, I deeply 
appreciate this opportunity to appear before you in support of H.R. 
5777. I do not pose as an expert on the technical problems confront- 
ing the credit-union movement in this Nation, but I am fortunate in 
having an expert to whom I can refer. Among my most distinguished 
constituents is Dr. E. Dean Anderson, a member of the faculty of 
Portland State College and a leader in credit-union activities in my 
State. Dr. Anderson is a director and past president of the Oregon 
Credit Union League and is currently a national director representing 
Oregon and vice president of the Credit Union National Association. 
I am honored to be able to present to this committee, for inclusion 
in the printed record of these hearings, the following statement pre- 
pared by Dr. Dean Anderson : 

Credit unions exist to fill two basic economic needs: the need for 
reasonable credit at reasonable interest rates; and the need to stimu- 
late thrift. In the 25 years that the Federal Credit Union Act has 
been in operation, thousands of credit unions have been organized 
under its provisions, and hundreds of thousands of Americans have 
thereby been able to satisfy their economic needs. 

However, times change and 25 years of experience indicate desir- 
able modifications in the act to enable credit unions to perform their 
services more efficiently for more people. H.R. 5777 proposes several 
amendments to the Federal act, which credit-union aa believe are 
justified on the basis of this experience. 

One of the most important of the proposed changes is that which 
will authorize the formation of Federal central credit unions. Es- 
sentially this proposal will, on a modest scale, apply the Federal 
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revenue concept to credit unions. This change will provide a much- 
needed reservoir of credit-union funds. 

Another amendment proposes to increase the loan limit from 3 to 
5 years. Crédit needs tere changed over the years, and a 5-year 
limit will enable credit unions to meet many more needs today than 
is possible under the old time limit. 

The great use of checks which characterizes business activity today 
has thrown added costs on the credit union—which to do business 
must cash checks for its members. Yet without the proposed change 
to permit a reasonable fee for cashing or selling checks, credit unions 
will be unable to meet the actual costs of providing this service. 

As is the case in the proposals so far mentioned, three other amend- 
ments will increase the credit union’s efficiency, and will enable mem- 
bers to have their needs met promptly and more fully: 

A membership chairman, acountable to the board of directors, will 
close the present time gap which keeps people waiting to become 
members. 

A loan officer will offset the present difficulties encountered by many 
credit committees (whose members are often widespread), yet will be 
adequately controlled by the credit union’s basic policies. 

Declaration of the dividend by the board of directors rather than 
the general membership will center responsibility for this important 
decision directly on the board, whose members have the full knowl- 
edge of credit-union operations necessary to a sound decision. 

In short, the changes proposed in H.R. 5777 are well thought out, 
they are within the spirit of the original act, they will enable Federal! 
credit unions to offer in their second 25 years even greater service to 
many additional American workers and families. 

I urge the adoption of the bill. 


STATEMENT OF HON. HUGH J. ADDONIZIO, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. Apponizio. Mr. Chairman and members of the committee, it 
was a pleasure to join in sponsoring legislation to amend and recodify 
the Federal Credit Union Act. My bill, H.R. 6089, is identical to 
those introduced by several distinguished colleagues, and there is no 
need to go into detail concerning its provisions. 

This year marks the silver anniversary of the enactment of the 
Federal Credit Union Act. A proper way to celebrate it is to make 
the changes that experience has demonstrated are necessary and de- 
sirable. The soundness of credit unions has been firmly established, 
and it is essential that the act be revised to bring it into line with 
current realities. Credit unions perform their duties most compe- 
tently, and the proposed changes would enable them to improve some 
of their methods of operation. The changes have the universal sup- 


port of the credit unions, and I believe Congress would be amiss in not 
approving them promptly. I hope that this needed and deserving 
legislation will be speedily enacted. 

The New Jersey credit. unions and the other unions throughout the 
country are a valuable social institution. Numerous tangible and 
intangible values derive from their operations, not only to their mil- 
lions of members but to society as a whole. Credit unions inculcate a 
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spirit of thrift and self-reliance, and have enabled families of modest 
means to weather financial problems that could otherwise have resulted 
in dire misery and chaos. Credit unions represent democracy at its 
best. In our complex modern society, it is important that we en- 
courage the program of mutual self-help and neighborly concern 
embodied in this system. 

Thank you. 


STATEMENT OF HON. WILLIAM H. MEYER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VERMONT 


Mr. Meyer. Mr. Chairman, I appreciate this opportunity to appear 
before this subcommittee to speak in support of H.R. 5777 and related 
bills. 

The credit union movement, which this year is celebrating the 50th 
anniversary of the establishment of the first credit union in the United 
States, and the 25th anniversary of the Federal Credit Union Act, is 
an outstanding example of democracy. Money saved and borrowed 
in the credit union is furnished by members, and controlled by mem- 
bers, on a truly democratic basis. 

Since the inception of cooperative ventures under the Rochdale 
principles, composed in 1844 by a small group of English weavers, co- 
operatives have grown in number, variety, and quality. In the 25 

ears since the Federal Credit Union Act, the number of credit unions 
in the United States has increased ninefold. Membership has in- 
creased accordingly; in my own State of Vermont credit-union mem- 
bership is in excess of 13,000. As you are aware, these financial 
institutions now have assets of almost $4 billion. This growth in 
number and in value is indicative of the significant role played by 
these institutions. Numerous individuals and families have been 
helped by these cooperative ventures in saving and consumer finance. 

Small loans at low rates of interest have meant financial support 
in time of need to many members. The provident and productive 
purposes for which these loans are granted have been purposes which 
contribute to the economic well-being of a substantial segment of our 
population. 

The Federal Credit Union Act is a measure which contributes to the 
general well-being of our American families and at the same time 
serves as a stimulant to the Nation’s economy. I believe that it is im- 
portant that Congress do whatever we can to insure the perpetuation 
of these groups. 

The several proposed bills on which the committee is now holding 
hearings contain provisions which would bring the governing statute 
up to date with our changing times, and would, I believe, enable the 
credit unions to serve their members more effectively. The increase 
in loan maturities from 3 to 5 years is in keeping with the general trend 
toward longer maturities; the increase in the unsecured loan limit is 
also in line with current business practice. The provision for invest- 
ment by Federal credit unions in the shares of central credit unions 
would facilitate flexibility of operation; State credit union laws al- 
ready permit this arrangement in most instances. 

As to borrowing by officers, as long as adequate safeguards are 
established, loans in excess of the amount in the officer’s share ac- 
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count seems a practical provision. Since many credit union loan ap- 
plications originate because of emergencies, delegation of loan au- 
thority isa step forward in facilitating rapid handling of applications. 
I believe that legislation to modernize the Federal Credit Union 
Act, bringing it up to date with the rapid changes which have been oc- 
curing in our economy, is important. The successful operation of 
these financial institutions depends upon adequate statuatory provi- 
sions. Their contribution to the wise use of individual resources, and 
their consideration of individual dignity are true exemplifications of 
the principles upon which this country was founded. 


STATEMENT OF HON. LEONARD FARBSTEIN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Fargsrern. Mr. Chairman, I should like to take this opportu- 
nity to submit to this committee a statement in support of the pendin 
legislation to amend the Federal Credit Union Act. As you oe. 
introduced one of the bills to effect certain changes in this law, be- 
lieving as I did that these would be constructive amendments and 
would afford those credit unions operating under Federal charter 
the opportunity to better serve their members. 

Today there are more than 9,000 credit unions operating under the 
Federal Credit Union Act, with a total membership of over 5,200,000 
persons. In New York there are 851 federally chartered credit unions 
with a combined membership of 446,354. 

Credit unions are formed within specific groups of people, who 
have a common bond of interest such as occupation, association, or 
acquaintanceship. While opment by the same company or or- 
ganization is the most common basis for credit union organization, 
there are also many credit unions serving members of professional, 
fraternal, and church groups. The plan works well where there is a 
mutual bond of interest and a need for the thrift and credit service a 
credit union can render. And those are needs the average working 
man has. 

In my area there are various types of credit unions. We have such 
in industry, for occupational groups, for members of fraternal orders, 
church groups, and others. The proposed amendments, if enacted, 
would afford Federal credit unions an opportunity to improve their 
service to members. 

A few specific instances may be mentioned. For example, the 
provision for the appointment of a loan officer by the credit com- 
mittee to approve loans up to the unsecured limit, or otherwise if 
they are fully secured by shares, would enhance the service to bor- 
rowers. The law now requires that all applications for loans must 
be approved by the credit committee in a meeting called for the pur- 

se. If routine loans, either up to the unsecured loan limit or 
those fully secured by shares when larger than the unsecured limit, 
could be handled by a loan officer it would relieve the credit com- 
mittee to that extent and give more prompt service to members. 

I believe it would be advantageous to Federal credit union mem- 
bers to have the loan maturity limit raised from that of 3 years, as is 
presently provided, to a maximum of 5 years. This would be per- 
missive, of course, but if granted this change could be made use of 
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under circumstances where a member wants to consolidate indebted- 
ness, or make home improvement loans, or otherwise needs a loan 
larger than he can repay within the present time limit. 

Among the various constructive proposals, another significant one 
is that to authorize the formation of Federal central credit unions 
and to permit federally chartered credit unions to invest in central 
credit unions. This privilege would enable credit unions operating 
under the Federal Credit Union Act to use surplus funds through a 
central credit union for the benefit of other credit unions and credit 
union directors and committeemen. 

I should like to again say that I support all the provisions of the 


proposed legislation, and I hope the committee may see fit to approve 
them. 


STATEMENT OF HON. LEONARD G. WOLF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 


Mr. Wotr. Mr. Chairman, I take this opportunity to express my 
support of H.R. 5777 and related bills, to amend the Federal Credit 
Union Act, now being considered by this subcommittee. 

In my home State there are more than 300 credit unions presently 
in operation, serving more than 100,000 members. However, only a 
few of these Iowa credit unions are chartered under Federal law. 
One of the primary reasons the credit unions in my area prefer to be 
chartered and operate under the laws of: the State of Iowa is that 
these statutes are far less restrictive than the Federal credit union 
law, and allow State-chartered credit unions to operate in my area 
with more flexibility. For instance, the State law imposes no signa- 
ture loan limitation on credit unions chartered under the Iowa laws. 
Such limitation is left to the discretion of the board of directors of 
each credit union. Also, the laws of the State do not specify any 
limitation on loan maturities, except in the case of real estate loans, 
in which case the loan maturity limit is 10 years. These State- 
chartered credit unions are providing invaluable services to the peo- 
ple of my district. Certainly the Federal act should be amended to 
increase the signature loan limitation from $400 to $1,000 and to in- 
crease the loan maturity limit from 3 to 5 years. 

To my way of thinking this legislation is long overdue. We are all 
aware of the numerous changes which have been taking place through- 
out the economy during the past several years—interest rates have been 
rising, the purchasing power of the dollar has been decreasing, con- 
sumer credit has been on an upward trend as more and more consumer 
goods become available and more and more American families seek 
to improve their standard of living. There has been a steady growth 
in the number of American families who can afford at least some of 
the comforts once associated with the highest positions in society. 
The credit unions have contributed their fair share toward this in- 
creased number. This cooperative movement is truly a “grassroots” 
program. People in all walks of life—in schools, churches, manu- 
facturing, and in many occupations have had their needs and desires 
met through credit union loans and savings. 

We are today faced with the necessity for formulating some sound 
methods for guiding the continued growth of our economy at a rate 
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which will assure an adequate supply of goods and services at reason- 
able prices while at the same time preventing inflation. The accom- 
plishment of this goal of economic stability depends upon the assistance 
of all segments of the economy—the lenders, the industrial producers, 
the farmers, the distributors, the small businesses and the large. The 
modernization of Federal credit union legislation can do much to as- 
sist in this endeavor, by facilitating the efficient operation of the in- 
dividual credit unions. At the same time, an increased supply of 
loan funds would be made available for the “provident and productive 

urposes” of low- and middle-income families and individuals. The 

self-help” quality of these institutions is a refreshing and welcome 
part of the economic and social scene. 

During the 25 years of Federal credit unions, and the even longer 
period in which some of the State credit unions have operated, these 
financial institutions have performed a much-needed service. It is 
because of the real need for the services of these institutions that they 
have achieved such an enviable record of growth, both in membership 
and assets. Perhaps the most important factor accounting for this 
tremendous growth is the credit union’s willingness to make loans to 
individuals for purposes which would not be acceptable to most other 
lenders—and at interest rates which are usually much lower than the 
interest charges required by commercial or mutual banks. In sum- 
mary, these groups have fostered and encouraged thrift through regu- 
lated savings and prudent economic management of individual credit 
and financial resources. Such purposes must be served if we are to 
maintain a healthy economy which meets the needs of all levels of our 
population. 

In view of the rapid changes which have been occurring in our 
economy, it is expedient that revisions be made in the structure of 
credit union operations, such as those contained in H.R. 5777. The 
losses suffered on unsecured loans made by credit unions have not 
been out of line with those of other financial institutions. Therefore, 
an increase in the unsecured loan maximum from $400 to $1,000 is 
warranted, and not unduly risky. Likewise, I believe that investment 
in shares of central credit unions does not carry with it any undue 
risk. Rather, it will provide additional dividend income and will 
make funds available where they are most in demand, following the 
natural economic course of resources flowing into areas where they 
can be the most productive. 

Still another important proposal made by H.R. 5777 is the extension 
of loan maturities from 3 to 5 years. This lengthening of the period 
of time within which loans may be repaid is in keeping with extended 
periods for home mortgage repayments and other consumer install- 
ment purchases. 

All of these provisions upon which T have touched, and others con- 
tained in the proposed legislation, will facilitate more adequate serv- 
icine of the credit needs of millions of individuals. We would be 
remiss in our duty if we did not furnish these credit cooperatives with 
all the assistance which can be made available through the revision of 
the Federal statute to bring its provisions in line with the changing 
times. There is no question with regard to the Federal expenditures 
for these cooperatives—they are self-supporting entities, under the 
general supervision of the likewise self-sustaining bureau of the Fed- 
eral credit unions. There is no question, either, with regard to the 
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essentiality of the services rendered by these financial institutions. 
Approval of this proposed legislation will underscore our belief in the 
basic principles upon which our whole economic and social structure 
has been built—the perpetuation of the ideals of equality of man, 
freedom of opportunity and unselfish cooperation. 


STATEMENT OF HON. JEFFERY COHELAN, A REPRESENTATIVE IN 
CONGRESS FROM THE SEVENTH DISTRICT OF CALIFORNIA 


Mr. Conetan. Mr. Chairman, thank you for the opportunity to state 
my support for your bill, H.R. 5777, and for my own companion bill, 
H.R. 7009. 

Of the 9,539 Federal credit unions in the United States today, over 
1,600 or more than 16 percent are in the State of California. Over 10 
million families throughout the country belong to these credit unions 
and more than 1 million members live in the State of California. 
These figures—like those from throughout the country—reflect the 
remarkable degree to which people of modest means have responded 
to the credit union program. They make it quite clear that the State 
of California has an unusually high interest in credit unions and also 
in their improvement. 

Credit unions embody in the simplest manner a tenet of our demo- 
cratic tradition, namely the right of plain citizens to join together for 
mutual benefit. The legislation here under consideration is nothing 
more or less than a proposal to perfect and strengthen this well-estab- 
lished institution. It would also increase loan amount limits and loan 
terms to keep step with inflation of the dollar which has occurred over 
the past 25 years since the original act. 

The best argument for this legislation is that it is supported whole- 
heartedly by those it will affect, the members of Federal credit unions. 
May I cite several letters which I have received which show this to be 
true: 

William T. Brown, manager of the Cooperative Center Federal 
Credit Union in Berkeley, Calif., writes as follows: 

Both of these bills (H.R. 5777 and H.R. 3674) will, in the main, accomplish 
the same purpose. From our viewpoint, the important thing is to provide the 
increased services to people which either bill will permit. Of special importance 
is increasing the loan maturity from 3 to 5 years. ’ 

Harry E. Trembath, manager of the East Bay Telephone Employees 
Federal Credit Union in Oakland, Calif., writes : 

These bills * * * will provide for operational changes designed to improve 
credit union services to the millions of people of moderate income who participate 
in these organizations. 

W. Marvin Draper, Jr., an assistant director of the California Credit 
Union League which represents 92.4 percent of the credit unions in 
the State of California, writes: 

This legislation * * * would improve the operations of Federal credit unions 
and their ability to serve their members. 

F. J. Peyton of the State Farm Berkeley Federal Credit Union in 
Berkeley, Calif., writes: 

Both of these bills give support and encouragement to credit unions. It is 


generally recognized that the public has benefited from the existence of credit 
unions in every community. 
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Donald Anderson, president of the Los Angeles County Engineers 
Federal Credit Union, writes: 

* * * changes recommended are greatly needed to adjust Federal credit union 
laws in keeping with present day economy and activity. 

Mr. Chairman, I urge that this legislation be passed. 

Thank you. 


STATEMENT OF HON. GEORGE P. MILLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Mitrer. Mr. Chairman and members of the committee, three 
of my distinguished colleagues from the State of California, Repre- 
sentatives Clement Miller, James Roosevelt, and Jeffery Cohelan, have 
introduced bills (H.R. 6755, H.R. 6927, and H.R. 7009) which are 
before this committte to amend the Federal Credit Union Act. I wish 
to join my fellow Members of Congress in support of these changes 
proposed in the laws governing Federal credit unions. 

In my home State there are more than 1,600 credit unions serving 
more than 1 million members. Approximately 900 of these credit 
unions are chartered under the Federal Credit Union Act. The 
changes proposed in H.R. 5777 and the related bills are designed to 
allow Federal credit unions to serve their members more effectively 
and more efficiently. 

Some of the proposed amendments to the present act, such as the 
provision for raising the signature loan limit from $4.00 to $1,000, 
extending the loan maturity limit from 3 to 5 years, providing for 
the chartering of Federal central credit unions, and permitting Fed- 
eral credit unions and their officers and committee members to enjoy 
the full benefits of central credit unions, are designed to directly 
permit Fderal credit unions to operate with greater flexibility and 
to nermit them to serve their members in a more effective manner. 

Other amendments contained in the bills before this committee 
would indirectly strengthen credit unions and permit them to operate 
in a more efficient manner. Many of these provisions permit badly 
needed changes in the internal structure of the operation of credit 
unions. 

Other amendments are designed to allow credit unions to enjoy 
benefits and privileges which have been accorded to other institutions 
in years past. Such provisions as permitting annual or semiannual 
dividends, and permitting dividend credit on the first 5 days of the 
month, are of this nature. 

These amendments would provide for the first major revision of 
the Federal Credit Union Act since its enactment 25 years ago. Many 
of these changes are long overdue. Therefore, I pledge my sunnort 
for the legislation before this committee, H.R. 5777 and related bills 
to amend the Federal Credit Union Act. 


STATFMENT OF HON. ROBERT W. KASTENMEIER, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Kasrenmerer. Mr. Chairman and members of the committee, I 
want to thank you for giving me this opportunity to register my sup- 
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port of H.R. 5777 and related bills now being considered which would 
effect. a number of needed changes in the Federal Credit Union Act. 

I represent the Second Congressional District of Wisconsin, and in 
the heart of the most populous county within my district lies the 
international headquarters of the organization which has fostered the 
growth of credit unions throughout the United States and in many 
other countries, Credit Union National Association. 

In the State of Wisconsin, there are more than 700 credit unions 
serving more than 300,000 members, with total assets in excess of $150 
million. At the end of 1957, these credit unions had loans outstand- 
ing of almost $120 million. Wisconsin ranks eighth among the 
States in the number of credit unions presently in operation. 

Although credit unions have grown wes A in numbers in my 
State and are providing services for so many citizens in my area, only 
a few of these are chartered under Federal laws. Almost all of them 
are chartered and operate under the laws of the State of Wisconsin. 

One reason for the heavy preponderance of State-chartered credit 
unions in my area is that the Wisconsin credit union law is silent in 
respect to any provision restricting the length of the loan maturity 
limit. In contrast, the present Federal law only allows Federal credit 
unions to extend loans with a maturity of 3 years. The relatively 
modest change proposed in the Federal law to extend this limitation 
to a 5-year loan maturity would enable Federal credit unions in my 
area to serve their members more effectively. This change would also 
bring the Federal law more nearly into an with the law of Wis- 
consin and many other States. With this change, rural credit unions 
could more adequately meet the credit needs of farm families to help 
them purchase farm equipment and supplies. Federal credit unions 
would be able to participate more actively in extending loans for 
home improvement and modernization. Also, the increasing costs 
of higher education have made it necessary for many families to seek 
loans to finance the education of their sons and daughters. Again 
the extension in the loan maturity limit would allow Federal credit 
unions to extend an increasing number of loans for educational pur- 

oses. 

Fi Another reason for the effective credit union services available to 
many members in my area is that we have been effectively operating 
a State-chartered central credit union. However, as this committee 
is aware, the full benefits of central credit unions are not available 
to federally chartered credit unions and their directors and com- 
mittee members. Th provisions in the various bills before you to 
allow for the chartering of Federal central credit unions and the 
investment by Federal credit unions in central credit unions are 
essential in order that Federal credit unions may continue to serve 
their membership effectively. 

Another change in the frederal law that is of particular merit is 
the proposal to increase the signature loan limitation. Rising costs 
of goods and services and the increased experience of Federal credit 
unions with unsecured loans warrant the proposed increase to $1,000 
in the signature loan limitation proposed in these bills. 

Our mode of living has changed considerably during the past 25 
years, but the Federal Credit Union Act has remained the same— 
except for occasional piecemeal changes. 
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The bills before you today represent the first general revision of 
the Federal Credit Union Act since it was enac ted, and I think these 
changes will do much to modernize the Federal act so that it might 
more effectively and efficiently serve Federal credit unions. There- 
fore, I urge you, the members of this committee, to take favorable 
action on the legislation now before you. 


NEw York Ciry PHARMACEUTICAL FEDERAL CREDIT UNION, 
New York, N.Y., May 6, 1959. 





Re H.R. 5777. 


Hon. WRIGHT PATMAN, 
House Office Building, Washington, D.C. 

My Dear ConGRESSMAN: The New York City Pharmaceutical Federal Credit 
Union, of which I have the honor of being both treasurer and counsel, is 
strongly for the passage of your bill, H.R. 5777, to amend the Federal Credit 
Union Act, for the reasons which follow. 

The membership of our credit union consists of pharmacists (and members 
of their families) who own pharmacies or live in the city of New York and who 
are members of the Pharmaceutical Society of the State of New York. Gen- 
erally, these members are small businessmen, the owners of small neighbor- 
hood pharmacies, as distinguished from employees of a single employer. 

Chartered by the Federal Government in 1935, our credit union was born 
out of the depression and chaos that existed in the early 1980’s when small 
merchants found it difficult to find funds with which to survive the economic 
depression of that era. Through the cooperative facilities made available by 
the Federal Credit Union Act and with the assistance of some of the more 
affluent leaders of the pharmaceutical profession in the city of New York, these 
small pharmacy owners, who could not get financial assistance except at exorbi- 
tant interest rates from predatory moneylenders, were able to help themselves 
with dignity and economy. History has proven the wisdom of the Federal 
Credit Union Act and the resultant outstanding helpfulness afforded by our 
credit union. 

As of March 31, 1959, our credit union had made a total of 1,085 loans aggre- 
gating $1,207,279. Our loss for the entire period was only $2,052, approxi- 
mately one-sixth of 1 percent. And these losses occurred only after bankruptcy. 
The honesty and good character of pharmacists have been proven, time and time 
again. 

The theme of helpfulness of our credit union is reflected in such facts as: 

1. Our present rate of interest is six-tenths of 1 percent per month on unpaid 
balances. Included in this charge is loan protection insurance, payable upon the 
contingency of death or total disability. The premium for such insurance is 65 
cents per month per $1,000 of outstanding loans. Accordingly, the true interest 
rate paid by our member-borrowers is 6.4 percent. In dollars and cents, the actual 
cost to a borrower for a loan of $100 payable in 12 monthly installments, in- 
cluding the insurance feature above referred to, is but $3.75. This sum is not 
deducted in advance; the borrower gets the full $100 as applied for. 

2. Up until a few years ago our interest rate was higher. Initially, it had been 
1 percent a month on unpaid balances; then three-fourths of 1 percent a month; 
and now, ‘as above stated, it is six-tenths of 1 percent a month, inclusive of 
insurance. At the time of each reduction in interest rate, the proposition as to 
whether the rate of interest should be reduced or whether the dividend rate to 
membership should be increased, was put before the membership and the board 
of directors. Without hesitation, the answer on each of these occasions was: 
“Our organization is for the purpose of helping our fellow pharmacists and not 
for a personal gain; hence, the cost of a loan to the borrower should be 
reduced.” 

Under these circumstances and in the light of our experience, we are con- 
vinced that the integrity and honesty of our members, as a class, is such that they 
may be entrusted with a loan of $1,000 on their own signature, that is, without 
the need of putting up any collateral. 

We also believe that it would be in the best interests of the citizenry and 
economy of our Nation that all the other amendments as contained in H.R. 5777 
be passed 























FEDERAL CREDIT UNIONS 159 


You may be assured that the New York City Pharmaceutical Federal Credit 
Union appreciates very much your initiative in presenting H.R. 5777, and will 
be grateful to you and to all in the Congress who cooperate with you in supporting 
this bill and having same passed. 


Respectfully yours, 
CHARLES HUBERT. 


Mr. Parman. The committee will stand in recess to meet: again at 
the call of the Chair and the hearings on these bills are closed. 

(At 11 a.m. the committee was in recess subject to the call of the 
Chair, and hearings on these bills were closed. ) 


x 





